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department  of  agriculture 

Agricultural  Stabilization  and 
Conservation  Service 

17  CFR  Part  901  1 

[Docket  No.  AO-326] 

MILK  IN  EASTERN  COLORADO 

MARKETING  AREA 

Decision  on  Proposed  Marketing 
Agreement  and  Order 

Pursuant  to  the  provisions  of  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (7  U.S.C.  601  et 
seq.),  and  the  applicable  rules  of  prac¬ 
tice  and  procedure  governing  the  formu¬ 
lation  of  marketing  agreements  and 
marketing  orders  (7  CFR  Part  900) ,  a 
public  hearing  was  held  at  Denver,  Colo¬ 
rado,  on  January  4-10,  1961,  pursuant 
to  notice  thereof  issued  on  December  8, 
1960  (25  F.R.  12742),  upon  a  proposed 
marketing  agreement  and  order  regu¬ 
lating  the  handling  of  milk  in  the  East¬ 
ern  Colorado  marketing  area. 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  on  June  15,  1961,  a  recom¬ 
mended  decision  (26  F.R.  5506;  F.R.  Doc. 
61-5720)  was  filed  with  the  Hearing 
Clerk,  United  States  Department  of 
Agriculture,  containing  notice  of  the 
opportunity  to  file  written  exceptions 
thereto. 

The  material  issues  of  record  relate  to : 

1.  Whether  the  handling  of  milk  pro¬ 
duced  for  sale  in  the  proposed  marketing 
area  is  in  the  current  of  interstate  com¬ 
merce,  or  directly  burdens,  obstructs,  or 
affects  interstate  commerce  in  milk  or 
its  products; 

2.  Whether  marketing  conditions  show 
the  need  for  the  issuance  of  a  milk  mar¬ 
keting  agreement  or  order  which  will 
tend  to  effectuate  the  policy  of  the  Act; 
and 

3.  If  an  order  is  issued  what  its  pro¬ 
visions  should  be  with  respect  to : 

(a)  The  scope  of  regulation; 

<b)  The  classification  and  allocation 
of  milk; 

(c)  The  determination  and  level  of 
class  prices; 


(d)  Distribution  of  proceeds  to  pro¬ 
ducers;  and 

<e)  Administrative  provisions. 

Findings  and  conclusions.  The  follow¬ 
ing  findings  and  conclusions  on  the  ma¬ 
terial  issues  are  based  on  evidence  pre¬ 
sented  at  the  hearing  and  the  record 
thereof : 

1.  Character  of  the  commerce.  All 
milk  to  be  regulated  by  the  proposed 
marketing  agreement  and  order  is  in  the 
current  of  interstate  commerce,  or  di¬ 
rectly  burdens,  obstructs,  or  affects  in¬ 
terstate  commerce  in  milk  and  its 
products. 

Although  the  Eastern  Colorado  mar¬ 
keting  area,  as  herein  defined,  is  located 
entirely  within  the  State  of  Colorado,  a 
substantial  proportion  of  the  fluid  milk 
disposed  of  in  such  area  originates  from 
sources  outside  the  State.  A  number  of 
farms  and  a  plant  located  in  the  State  of 
Utah  have  been  and  are  supply  sources 
of  milk  for  the  market  to  be  regulated. 
The  plant  also  disposed  of  fluid  milk  on 
routes  in  the  proposed  marketing  area. 
A  plant  located  in  Goodland,  Kansas, 
which  vTould  be  fully  regulated  under  the 
proposed  order,  distributes  milk  on 
routes  in  the  proposed  marketing  area. 
Fluid  milk  is  distributed  in  the  market¬ 
ing  area  by  plants  regulated  by  the  Fed¬ 
eral  orders  for  the  Colorado  Springs- 
Pueblo  and  Platte  Valley,  Nebraska,  mar¬ 
keting  areas  which  purchase  milk  from 
dairy  farmers  whose  farms  are  located 
in  the  States  of  Kansas  and  Nebraska. 

Plants  which  would  be  regulated  un¬ 
der  the  terms  of  the  proposed  Eastern 
Colorado  order  distribute  fluid  milk  on 
wholesale  and  retail  routes  in  the  States 
of  Wyoming,  South  Dakota,  Nebraska, 
New  Mexico  and  Kansas.  Some  of 
these  plants  to  be  regulated  also  have 
received  milk  on  a  supplemental  basis 
from  the  State  of  Wisconsin. 

When  the  supply  of  producer  milk  is 
in  excess  of  local  requirements  for  fluid 
use,  substantial  quantities  of  milk  and 
cream  are  sold  to  milk  manufacturing 
plants  for  use  in  such  dairy  products  as 
cheese,  butter,  evaporated  milk  and  con¬ 
densed  milk.  These  products  are  moved 
over  a  wide  area  in  the  stream  of  inter¬ 
state  commerce. 


2.  Need  for  an  order.  Marketing  con¬ 
ditions  in  the  Eastern  Colorado  market¬ 
ing  area  justify  the  issuance  of  a  mar¬ 
keting  agreement  and  order. 

The  largest  part  of  the  milk  produced 
for  fluid  uses  in  the  Eastern  Colorado 
marketing  area  is  produced  by  farm¬ 
ers  who  are  members  of  the  Denver  Milk 
Producers,  Inc.  and  the  Cache  Valley 
Dairy  Association.  The  Cache  Valley 
Dairy  Association,  with  220  Grade  A 
dairy  farmers,  has  a  plant  for  processing 
and  packaging  fluid  milk  products  and 
manufacturing  milk  products  at  Smith- 
field,  Utah.  The  Denver  Milk  Producers, 
Inc.,  with  1154  Grade  A  dairy  farmers, 
does  not  operate  a  plant  but  markets 
milk  of  its  members  to  handlers  who  use 
it  for  fluid  distribution  in  the  proposed 
marketing  area  and  to  plants  which 
manufacture  milk  products.  The  mem¬ 
bers  of  these  two  associations  produce 
approximately  38  million  pounds  of  milk 
each  month.  This  represents  about  95 
percent  of  the  milk  supply  for  the  mar¬ 
keting  area. 

The  milk  of  the  dairy  farmers  who 
are  members  of  the  Denver  Milk  Pro¬ 
ducers,  Inc.,  is  pooled  in  a  marketwide 
type  association  pool.  Of  the  61  han¬ 
dlers  who  distribute  milk  in  the  pro¬ 
posed  marketing  area,  28  handlers 
participate  in  the  association’s  pool. 
Under  the  association’s  pooling  plan,  all 
producers  supplying  milk  to  these  han¬ 
dlers  share  equally  in  the  benefits  ac¬ 
cruing  from  the  fluid  sales  of  such  han¬ 
dlers  and  in  the  cost  of  carrying  the 
necessary  reserve  supply  associated  with 
such  sales.  During  the  12-month  period 
ending  with  October  1960,  a  total  of  397 
million  pounds  of  milk  was  priced  and 
pooled  by  the  association  for  its  mem¬ 
bers.  The  association  has  a  program 
for  reporting  the  receipts  and  utilization 
of  handlers  receiving  member  milk  and 
for  verifying  such  reports  by  auditing 
handlers’  records.  The  auditing  pro¬ 
gram,  however,  has  been  somewhat  lim¬ 
ited  in  scope  and  operation,  and  has  not 
been  entirely  satisfactory. 

The  Cache  Valley  Dairy  Association, 
in  addition  to  operating  their  plant  at 
Smithfield,  has  producers  who  deliver 
their  milk  direct  to  plants  regulated 
under  the  Colorado  Springs-Pueblo  and 
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de  outside  the  marketing  area  and 
ar*T  major  competition  comes  from 
?hS>rs  who  would  not  be  subject  to 
f‘nSm  Colorado  order  The  pro- 
^emTnt  plan  of  this  handler  has  not 
thiK  far  created  any  disorderly  market¬ 
er  conditions  in  the  supply  area  for 
Eastern  Colorado  market. 

No  smaller  marketing  area  would  so 
tupll  encompass  the  sales  ai  ea  of  the 
handlers  to  be  regulated  and  minimize 
the  involvement  of  handlers  whose  major 
r  ass  I  business  is  elsewhere.  There¬ 
fore  in  order  to  remove  any  disadvan¬ 
tage  in  the  procurement  of  milk  by  regu- 
lated  handlers  and  unreasonable  ex- 
nosure  to  the  loss  of  a  Class  I  market 
bv  dairy  farmers  delivering  to  these 
handlers,  the  21 -county  area  should  be 
the  Eastern  Colorado  marketing  area. 

plants.  The  minimum  class  prices  of 
the  order  and  the  pooling  of  the  proceeds 
for  milk  should  apply  to  that  milk  eligi¬ 
ble  for  distribution  as  Grade  A  milk  in 
the  marketing  area  which  is  received 
from  dairy  farmers  at  plants  from  which 
significant  sales  of  fluid  milk  products 
are  made  to  consumers  on  retail  or 
wholesale  routes  in  the  marketing  area 
or  to  plants  making  such  sales.  Accord¬ 
ingly,  such  plants  should  be  defined  as 
“pool  plants”,  the  dairy  farmers  supply¬ 
ing  such  milk  as  “producers”  and  such 
milk  should  be  defined  as  “producer 


A  “pool  plant”  should  be  any  plant 
from  which  during  the  month  the  total 
fluid  milk  products  disposed  of  on  routes 
(inside  or  outside  the  marketing  area) 
are  more  than  50  percent  of  the  Grade 
A  receipts  from  dairy  farmers,  from 
other  pool  plants  and  from  a  cooperative 
association  acting  as  the  handler  on 
farm  bulk  tank  milk  and  from  wrhich 
plant  20  percent  of  the  total  fluid  milk 
products  sold  are  disposed  of  on  routes 
in  the  marketing  area.  The  definition 
should  also  include  any  milk  plant  which 
receives  Grade  A  milk  from  dairy 
farmers  and  from  which  fluid  milk  prod¬ 
ucts  equal  to  not  less  than  50  percent  of 
such  receipts  are  moved  during  the 
month  to  a  distributing  pool  plant  de¬ 
scribed  above.  If  such  shipments  to  such 
plants  are  not  less  than  50  percent  of 
such  receipts  in  each  of  the  months  of 
September  through  February,  provision 
should  be  made  to  continue  the  pool 
plant  status  of  such  plant  during  the 
following  months  of  March  through  July, 
unless  the  operator  of  the  supply  pool 
plant  makes  prior  written  application 
for  nonpool  status  to  the  market  ad¬ 
ministrator.  In  such  case,  the  plant 
shall  remain  a  nonpool  plant  until  it  ful¬ 
fills  the  shipping  requirements  required 
for  each  month. 

As  proposed  hereinafter,  the  market¬ 
wide  pooling  of  the  proceeds  for  Grade 
A  milk  received  from  dairy  farmers  at 
pool  plants  is  considered  essential  to 
promote  efficient  and  orderly  marketing 
of  milk  in  this  area.  The  establishment 
of  reasonable  performance  standards  for 
pool  plants  is  essential  to  the  proper 
functioning  of  the  marketwide  pool. 

Performance  standards  should  be  such 
that  any  plant  which  has  a  substantial 
function  in  supplying  milk  for  fluid  con¬ 
sumption  to  this  market  may  pool  its 
sales  and  the  dairy  farmers  supplying 


such  milk  may  share  in  the  marketwide 
equalization.  Plants  only  temporarily 
or  incidentally  associated  with  the  mar¬ 
ket,  on  the  other  hand,  should  not  be 
permitted  or  required  to  equalize  their 
sales  with  other  plants  in  the  market  and 
should  not  be  subject  to  full  regulation. 

If  a  milk  plant  were  to  be  permitted  to 
share  on  a  pro  rata  basis  the  Class  I 
utilization  of  the  entire  market  without 
being  genuinely  associated  with  the  mar¬ 
ket  then  the  differential  paid  by  users 
of  Class  I  milk  could  be  dissipated  with¬ 
out  accomplishing  its  intended  purpose. 

If  a  plant  were  to  be  pooled  and  fully 
regulated  by  making  a  token  shipment 
of  milk  or  cream  for  sale  as  Class  I 
milk,  then  any  milk  plant  selling  a 
smaller  share  of  its  milk  in  Class  I 
than  the  average  for  all  pool  plants 
might  make  such  sales  in  order  to  re¬ 
ceive  equalization  payments  from  the 
pool.  The  only  other  qualification  such 
a  plant  would  be  required  to  meet  would 
be  approval  by  an  appropriate  health 
authority  as  a  supplier  of  Grade  A  milk. 

Reserve  milk  is  an  essential  part  of  any 
fluid  milk  operation.  There  always  will 
be  some  excess  milk  at  plants  engaged 
primarily  in  supplying  other  markets. 
Such  plants  and  other  plants  engaged 
in  substantial  manufacturing  operations 
might  make  token  sales  or  supply  milk 
to  regulated  plants  on  an  opportunity 
basis  primarily  to  participate  in  the  mar¬ 
ketwide  pool.  Such  plants  do  not  rep¬ 
resent  a  dependable  source  of  milk  for 
this  market.  A  milk  plant  from  which 
less  than  50  percent  of  Grade  A  receipts 
are  distributed  on  routes  as  Class  I  milk, 
is  not  considered  as  being  primarily  en¬ 
gaged  in  the  business  of  fluid  milk  dis¬ 
tribution  and  its  receipts  should  be  in¬ 
cluded  in  the  pool  only  if  such  plant 
qualifies  as  a  supply  pool  plant. 

A  distributing  plant  from  which  80 
percent  or  more  of  its  Grade  A  receipts 
are  distributed  in  the  form  of  fluid  milk 
products  outside  the  marketing  area  is 
not  substantially  or  sufficiently  associ¬ 
ated  with  the  Eastern  Colorado  market 
to  be  subject  to  full  regulation  and  par¬ 
ticipate  in  the  marketwide  pool.  The 
major  portion  of  the  fluid  milk  business 
of  such  a  plant  is  in  areas  where  the 
competition  for  fluid  sales  is  primarily 
from  other  unregulated  plants  or  from 
plants  regulated  under  other  orders. 
The  full  regulation  of  such  plants  could 
place  them  at  a  competitive  disadvantage 
in  supplying  other  areas  with  which  they 
are  more  closely  associated. 

Some  distributing  plants  serving  the 
Eastern  Colorado  marketing  area  are 
supplied  milk  from  receiving  stations  or 
supply  plants.  A  supply  plant  moving 
50  percent  or  more  of  its  monthly  re¬ 
ceipts  from  dairy  farmers  to  distributing 
pool  plants  will  identify  any  plant  which 
is  substantially  associated  with  and 
whose  primary  function  is  to  supply  this 
market.  The  greatest  need  for  milk 
from  supply  plant  sources  is  during  the 
months  of  September  through  February. 
The  months  of  September  through  Feb¬ 
ruary,  therefore,  should  constitute  the 
qualifying  months  for  supply  plants  to 
be  eligible  for  continuous  pooling 
throughout  the  year.  During  the  months 
of  March  through  July  when  supplies 
of  milk  are  the  greatest,  it  would  be 


more  economical  to  leave  the  more 
distant  milk  at  supply  plants  for  manu¬ 
facturing  use  or  for  movement  to  manu¬ 
facturing  outlets.  Performance  stand¬ 
ards  should  not  force  milk  to  be  trans¬ 
ported  to  distributing  plants  in  order  to 
maintain  eligibility  for  pooling.  There¬ 
fore,  any  supply  plants  which  meet  the 
shipping  requirements  during  each  of 
the  months  of  September  through  Feb¬ 
ruary  shell  be  a  pool  plant  the  following 
months  of  March  through  July  unless 
the  handler  provides  prior  written  notice 
to  the  market  administrator  for  nonpool 
status.  In  view  of  the  probable  effective 
date  of  the  order,  it  is  provided  that  a 
supply  plant  may  qualify  for  continuing 
pool  plant  status  in  the  months  of  March 
through  July  1962  if  it  is  a  supply  pool 
plant  in  each  month  of  the  September 
1961-February  1962  period  for  which  the 
pool  plant  section  of  the  order  is  effec¬ 
tive. 

As  an  auxiliary  to  establishing  pool 
plant  standards  Cache  Valley  Dairy 
Association  proposed  to  define  “fluid 
milk  plant”  so  as  to  (1)  confine  the 
“plant”  concept  to  a  building  rather  than 
buildings  and  premises,  (2)  to  exclude 
buildings  or  distribution  points  used  to 
store  packaged  milk  in  transit  for  route 
delivery,  (3)  to  exclude  any  location  or 
equipment  used  to  transfer  milk  from 
one  road  vehicle  to  another,  and  (4)  to 
exclude  portions  of  a  building  used  for 
receiving  or  processing  ungraded  milk. 
At  Smithfield,  Utah,  this  association  has, 
under  one  roof,  separate  facilities  for 
receiving  and  processing  Grade  A  milk 
and  a  manufacturing  operation  at  which 
ungraded  milk  is  received  and  processed, 
and  to  which  surplus  Grade  A  milk  is 
diverted  or  transferred.  On  the  prem¬ 
ises,  milk  is  transferred  from  farm  tank 
pick-up  trucks  to  larger  over-the-road 
bulk  tank  trucks.  Some  milk  that  is 
reloaded  is  from  farms  of  producers  un¬ 
der  the  Great  Basin  order  en  route  to 
plants  regulated  by  that  order,  and  some 
is  from  farms  of  producers  under  the 
Colorado  Springs-Pueblo  order  destined 
for  a  Denver  plant  regulated  by  that 
order.  This  Denver  plant  will  in  all 
probability  be  regulated  under  the  East¬ 
ern  Colorado  order.  Bulk  milk  is  also 
supplied  to  two  other  Denver  plants  and 
reloading  of  such  milk  is  evidently  under 
consideration. 

Milk  processed  and  packaged  at  the 
Smithfield  plant  is  distributed  in  the 
proposed  marketing  area  in  a  volume  in 
excess  of  20  percent  of  the  Class  I  route 
sales  of  the  plant.  The  plant  would 
presently  qualify  as  a  pool  distributing 
plant  under  this  order  if  bulk  movements 
to  Denver  and  Great  Basin  plants  moved 
directly  from  farms  and  no  milk  of  pro¬ 
ducers  supplying  these  plants  was  con¬ 
sidered  a  receipt  of  the  pool  plant  when 
diverted  for  manufacturing  use.  The 
plant  could  also  qualify  as  a  pool  supply 
plant  if  all  milk  moved  in  bulk  to  Denver 
plants  was  received  at  the  plant  before 
movement  to  Denver. 

The  proposals  to  confine  the  plant 
definition  to  a  building  and  to  exclude 
reloading  locations  or  equipment  would 
each  have  the  effect  of  excluding  from 
plant  receipts  any  milk  that  did  not 
physically  enter  the  building  considered 
to  be  a  plant.  Where  milk  is  picked  up 
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ded  to  include  the  milk  approved  used  as  Class  I  substantially  higher 
^  fluid  disposition  which  is  to  be  than  for  uninspected  milk  used  for 
f°r  nd  pooled  by  each  handler.  A  manufacturing  purposes.  It  is  appro¬ 
bation  of  such  milk  provides  con-  priate  that  all  of  the  products  required 
■rit  reference  for  use  in  construction  to  be  from  approved  inspected  sources 
Vfrtier  order  provisions.  be  included  in  a  single  class  so  that  all 

0  other  source  milk.  The  term  “other  milk  required  to  make  such  products  may 
°rce  milk”  should  be  defined  as  all  contribute  uniformly  to  the  cost  of 
milk  and  butterfat  received  by  supplying  the  market  needs  for  inspected 
handler  at  his  plant  during  the  month,  milk. 
a  pot  milk  and  milk  products  received  Class  I  milk  should  include  all  skim 
f  m  another  pool  plant,  current  receipts  milk  and  butterfat  disposed  of  for  con- 
fnroducer  milk  and  receipts  of  farm  sumption  in  fluid  form  as  milk,  skim 
h  lk  tank  milk  from  a  cooperative  as-  milk,  buttermilk,  flavored  milk,  flavored 
iation  on  which  it  is  the  handler,  milk  drinks,  concentrated  milk,  recon- 
Tiie  term  thus  defined  includes  all  skim  stituted  milk  or  skim  milk,  fortified  milk 
milk  and  butterfat  in  nofluid  milk  prod-  or  skim  milk  (including  “diet  foods”), 
^ts  from  any  source,  including  those  cream  (sweet  or  sour) ,  and  half  and  half, 
deduced  at  the  handler’s  plant  which  It  should  also  include  any  mixture  of 
Le  reprocessed,  repackaged  or  con-  milk  or  skim  milk  and  cream  except  ice 
verted  to  other  products  during  the  cream  mix,  frozen  dessert  mix,  aerated 
month,  receipts  from  producer-handlers  cream,  eggnog,  and  cultured  sour  mix- 
and  any  disappearance  of  nonfluid  tures  marketed  as  “dip  specialty  prod- 
jjiilk  products  not  otherwise  acounted  ucts”.  It  should  not  include  the  products 
for  Defining  other  source  milk  in  this  named  when  sterilized  or  packaged  in 
manner  will  provide  a  general  category  hermetically  sealed  containers, 
of  milk  at  pool  plants  which  is  not  sub-  The  same  sanitation  standards  apply 
iect  to  pricing  and  pooling  under  the  to  fluid  skim  milk  and  flavored  milk 
order  during  the  current  month,  insure  drinks  as  to  whole  milk.  Skim  milk  and 
uniformity  of  treatment  of  all  handlers  butterfat  used  to  produce  sweet  and  sour 
under  the  allocation  and  pricing  pro-  cream  must  meet  the  same  health  re¬ 
visions  of  the  order  regardless  of  the  quirements  as  milk  for  fluid  consump- 
source  of  the  milk,  and  be  useful  in  the  tion,  hence,  it  is  appropriate  that  cream 
construction  of  the  accounting  and  al-  be  classified  and  priced  in  the  same  class 
location  provisions  of  the  order.  as  fluid  milk.  Buttermilk  is  an  exception 

Route.  The  term  “route”  is  used  to  to  this  since  it  is  not  required  to  be  made 
cover  a  number  of  types  of  milk  distri-  from  Grade  A  milk.  However,  all  the 
button  operations.  It  includes  any  de-  handlers  in  the  Eastern  Colorado  area 
livery  to  retail  or  wholesale  outlets  of  make  buttermilk  out  of  Grade  A  milk 
any  fluid  milk  product.  Deliveries  to  and  proposed  that  such  product  be  in- 
other  milk  processing  plants,  either  pool  eluded  in  Class  I  milk.  Products  com- 
plants  or  nonpool  plants  do  not  qualify,  monly  known  as  evaporated  milk  or 
but  sales  by  a  vendor  or  from  a  plant  condensed  milk  and  which  are  either 
store  are  included.  Any  delivery  to  a  packaged  in  hermetically  sealed  cans  or 
distributing  point  also  shall  not  be  con-  are  used  in  the  manufacture  of  other 
sidered  as  a  route  disposition.  How-  milk  products  should  not  be  considered 
ever,  the  subsequent  deliveries  from  as  concentrated  milk  and  should  not  be 
distributing  points  to  wholesale  and  re-  classified  in  Class  I  unless  they  are  used 
tail  outlets  are  included  as  a  route  in  the  manufacture  of  milk  products 
disposition.  which  are  in  Class  I. 

Additional  definitions  such  as  “Act”,  Concentrated  and  reconstituted  milk 
“Secretary”,  “Person”,  “Cooperative  as-  and  skim  milk  should  be  classified  as 
sociation",  and  “Fluid  milk  products”  Class  I  milk  including  all  water  originally 
should  be  included  in  the  order  for  brev-  associated  with  the  milk  solids  used, 
ity  and  clarity  in  the  application  of  Concentrated  and  reconstituted  fluid 
various  order  provisions.  Those  prod-  milk  products  compete  for  the  same  Class 
ucts  to  be  classified  as  Class  I  milk,  as  I  sales  as  whole  milk  or  skim  milk  and,  if 
described  elsewhere  in  this  decision,  made  from  other  source  milk,  could  dis- 
should  be  defined  as  fluid  milk  products,  place  producer  milk  which  is  available 
The  other  definitions  are  self-explan-  for  the  same  purpose.  Therefore,  ac- 
atory.  counting  for  these  products  on  the  basis 

(b)  The  classification  and.  allocation  of  original  volume,  including  all  water 
o/  milk.  Milk  should  be  classified  in  originally  associated  with  the  solids,  is 
two  classes,  reflecting  the  principal  dif-  necessary  to  return  to  producers  a  value 
ference  in  the  quality  and  the  value  of  commensurate  with  the  use  and  avail- 
milk  required  for  different  uses.  In  ability  of  their  milk  for  Class  I  purposes, 
general,  Class  I  should  include  fluid  milk  Fluid  milk  products  fortified  with  add- 
products  sold  for  consumption  in  fluid  ed  nonfat  milk  solids  should  be  classified 
form,  and  Class  II  should  include  milk  as  Class  I  milk  to  the  extent  ofl-the  weight 
used  for  manufacturing  purposes.  of  a  like  quantity  of  unmodified  products 

The  products  which  should  be  in-  of  the  same  butterfat  content.  The 
eluded  in  Class  I  are  those  required  by  skim  milk  equivalent  of  the  added  solids 
the  health  authorities  having  jurisdic-  should  be  classified  as  Class  n  milk, 
tion  in  the  marketing  area  to  be  ob-  This  method  of  accounting  should  apply 
tained  from  milk  or  milk  products  from  to  “diet  foods”  as  well  as  other  fortified 
approved  inspected  sources.  The  extra  products.  Under  this  system  for  classi- 
cost  of  getting  quality  milk  produced  fication,  the  fresh  milk  or  skim  milk  sold 
and  delivered  to  the  market  in  the  con-  in  the  form  of  fortified  and  “diet  foods” 
ditions  and  quantities  required  makes  it  fluid  milk  products  will  return  to  pro¬ 
necessary  to  provide  a  price  for  milk  ducers  the  same  value  as  though  sold  in 
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unmodified  form.  The  water  originally 
associated  with  the  milk  solids  added  in 
the  fortification  process  does  not  displace 
producer  milk  as  Class  I  in  this  market. 

It  was  argued  that  “diet  food”  a  prod¬ 
uct  made  with  fresh  fluid  skim  milk 
containing  added  solids  substantially  in 
excess  of  normal  fortification  limits 
should  not  be  Class  I  because  it  has 
been  designated  a  food  product  by  the 
Federal  Food  and  Drug  Administration. 
Its  composition  is,  nevertheless,  largely 
milk  and  milk  products,  and  the  value 
of  the  milk  used  in  the  product  must  be 
ascertained  for  classification  purposes. 
The  use  value  of  milk  in  the  separate 
components  of  this  and  other  fortified 
products  falls  in  two  classes. 

Reserve  milk  not  needed  seasonally, 
or  at  other  times  such  as  weekends,  for 
Class  I  use  must  be  disposed  of  for  use 
in  manufactured  products.  These  prod¬ 
ucts  are  not  required  to  be  made  from 
inspected  milk,  must  be  sold  in  competi¬ 
tion  with  products  made  from  unin¬ 
spected  sources  produced  over  a  large 
area  and  generally  are  less  perishable 
than  fluid  milk  products.  Milk  so  used 
.should  be  classified  as  Class  II  and 
priced  in  accordance  with  its  value  in 
such  outlets. 

Producers  proposed  that  milk  used 
in  Cheddar  cheese  be  classified  separ¬ 
ately  and  priced  at  20  cents  per  hun¬ 
dredweight  less  than  the  price  for  other 
manufacturing  uses.  Since  this  is  pri¬ 
marily  a  pricing  problem,  it  is  dealt  with 
subsequently  in  detail  under  the  head¬ 
ing  of  “Class  II  price”. 

Class  n  should  be  defined  to  include 
skim  ihilk  and  buttermilk  used  to  pro¬ 
duce  any  product  other  than  a  fluid  milk 
product,  including  but  not  limited  to  such 
products  as  ice  cream,  ice  cream  mix, 
frozen  cream,  aerated  cream,  dried  milk 
products,  (whole  and  nonfat) ,  condensed 
or  evaporated  products,  butter,  cottage 
and  hard  cheese.  Class  n  should  also  in¬ 
clude  such  unremunerative  “uses”  as 
plant  loss  of  other  source  milk,  skim 
milk  dumped  and  milk  accounted  for  as 
disposed  of  for  livestock  feeds,  and  in¬ 
ventories  of  fluid  milk  products  on  hand 
at  the  end  of  any  month.  Cream  which 
is  frozen  and  placed  in  storage  should 
be  Class  II  since  such  cream  is  intended 
primarily  for  use  in  ice  cream  or  ice 
cream  mix.  Any  frozen  cream  or  other 
Class  II  product  which  may  be  used 
later  in  a  fluid  milk  product  would  be 
considered  as  other  source  milk  at  the 
time  of  such  use  and  assigned  to  the 
lowest  price  utilization  in  the  plant. 
Fluid  milk  products  disposed  of  to  com¬ 
mercial  food  processing  establishments 
for  use  in  food  products  prepared  for 
consumption  off  the  premises  should  be 
classified  as  Class  II.  There  are  several 
bakeries  and  other  food  processing 
plants  which  purchase  fluid  milk  prod¬ 
ucts  from  Eastern  Colorado  handlers 
for  use  in  food  products.  The  health 
authorities  do  not  require  such  fluid 
milk  products  to  be  obtained  from  ap¬ 
proved  sources.  Therefore,  for  handlers 
to  retain  this  outlet  for  surplus  milk  it 
should  be  classified  as  Class  II. 

It  was  proposed  that  the  classification 
of  dip  specialty  items  in  Class  n  be  lim¬ 
ited  to  those  products  containing  cheese 
and  nondairy  food  ingredients.  Such 
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dip  specialty  products  are  made  from  a 
sour  mixture  of  cream  and  milk  or  skim 
milk.  It  is  important  that  fluid  milk 
products  to  which  have  been  added  only 
small  amounts  of  seasoning  are  not  in¬ 
cluded  under  the  category  subject  to 
classification  in  Class  II.  Onions,  celery, 
garlic  or  such  other  food  items  when  in 
lesser  amounts  than  three  percent  of  the 
finished  product  are  considered  to  be  pri¬ 
marily  for  purposes  of  seasoning,  and 
sour  fluid  milk  products  to  which  are 
added  less  than  three  percent  of  cheese 
and/or  other  nondairy  food  ingredients 
should  be  classified  as  Class  I. 

Existing  health  regulations  in  Colo¬ 
rado  do  not  require  the  manufacture  of 
dip  specialty  products  to  be  made  from 
Grade  A  milk.  Eastern  Colorado  han¬ 
dlers  would  be  at  a  disadvantage  in  mar¬ 
keting  such  products  if  they  had  to  pay 
the  Class  I  price  for  these  products  and 
may  lose  their  market  to  outside  supplies. 

In  view  of  these  considerations,  it  is, 
therefore,  concluded  that  dip  specialty 
products  consisting  of  cultured  sour  mix¬ 
tures  of  cream  and  milk  or  skim  milk  to 
which  cheese  or  any  food  substance  other 
than  a  milk  product  has  been  added  in 
an  amount  equal  to  three  percent  or 
more  of  the  finished  product  should  be 
classified  under  the  Eastern  Colorado 
order  as  Class  n  milk. 

Handlers  have  inventories  of  milk  and 
milk  products  at  the  beginning  and  end 
of  each  month  which  must  enter  into  the 
accounting  for  current  receipts  and 
utilization.  It  is  appropriate  that  the 
ending  inventory  of  fluid  milk  products 
be  classified  as  Class  n.  This  manner 
of  classifying  inventory,  with  correlated 
steps  in  the  allocation  procedure,  pro¬ 
vides  a  means  of  charging  each  handler 
for  his  Class  I  sales  each  month  at  the 
current  Class  I  price.  Fluid  milk  prod¬ 
ucts  whether  in  bulk  or  packaged  form 
should  be  inventoried  and  classified  as 
Class  H.  Manufactured  milk  products 
are  not  included  in  inventory  accounting 
because  the  skim  milk  and  butterfat  used 
for  such  products  are  accounted  for  in 
the  month  when  such  products  are  man¬ 
ufactured. 

Uniformity  in  the  application  of  the 
pricing  provisions  and  simplicity  of  ac¬ 
counting  are  achieved  if,  so  far  as  possi¬ 
ble,  Class  I  utilization  each  month  is  as¬ 
signed  to  current  receipts  of  producer 
milk.  This  can  be  accomplished  by 
classification  of  closing  inventory  as  Class 
II,  and  allocation  of  opening  inventory  to 
Class  I  only  when  current  receipts  of  pool 
milk  (except  allowable  Class  II  shrink¬ 
age)  are  less  than  Class  I  sales.  In  such 
case,  the  handler  should  pay  the  differ¬ 
ence  between  the  Class  II  price  paid  for 
such  milk  in  the  preceding  month  and 
the  current  Class  I  price.  The  volume 
on  which  this  charge  is  made  should  not 
exceed  the  volume  (in  excess  of  allow¬ 
able  Class  II  shrinkage)  for  which  pro¬ 
ducers  were  paid  at  the  Class  II  price  in 
the  preceding  month. 

Inventories  of  products  designated  as 
Class  I  on  hand  at  a  pool  plant  at  the 
beginning  of  any  month  during  which 
such  a  plant  becomes  qualified  for  the 
first  time  should  likewise  be  subtracted 
from  the  Class  II  utilization  of  such 
plant.  This  will  preserve  the  priority  of 


assignment  of  current  producer  receipts 
to  current  Class  I  use  for  each  month. 

Waste  and  loss  of  skim  milk  and  but¬ 
terfat  experienced  in  plant  operations 
are  referred  to  as  “shrinkage”.  Since 
shrinkage  represents  disappearance  of 
milk  for  which  the  handler  must  account, 
but  for  which  no  direct  return  is  real¬ 
ized,  it  should  be  considered  as  Class  II 
milk  to  the  extent  that  the  amount  is 
reasonable  and  is  not  the  result  of  in¬ 
complete  or  faulty  records. 

The  maximum  shrinkage  allowance  in 
Class  II  at  each  pool  plant  should  be  0.5 
percent  of  the  skim  milk  and  butterfat 
in  producer  milk  (excluding  milk  di¬ 
verted  to  a  nonpool  plant)  plus  1.5  per¬ 
cent  of  the  skim  milk  and  butterfat  in 
all  milk  or  milk  products  processed  at 
such  plant.  Plants  which  are  operated 
in  a  reasonably  efficient  manner  and  for 
which  accurate  records  of  receipts  and 
utilization  are  maintained  should  not 
have  plant  losses  in  excess  of  the  maxi- 
mums  provided.  Any  shrinkage  in  ex¬ 
cess  of  the  maximums  should  be  classi¬ 
fied  as  Class  I  milk.  This  is  reasonable 
and  necessary  to  strengthen  the  classi¬ 
fied  pricing  plan  and  will  tend  to  protect 
the  pool  funds  from  the  consequences  of 
inadequate  records  and  inefficient  han¬ 
dling  of  milk. 

To  avoid  duplicate  shrinkage  allow¬ 
ance  on  interpool  plant  movements  of 
milk,  shrinkage  should  be  based  on  the 
amount  that  receipts  from  other  pool 
plants  are  in  excess  of  transfers  to  such 
plants.  No  shrinkage  should  be  allowed 
on  producer  milk  diverted  to  nonpool 
plants.  On  milk  received  at  the  pool 
plant  and  transferred  in  bulk  to  another 
plant,  the  transferor  plant  would  be 
limited  to  the  0.5  percent  maximum  re¬ 
ceiving  shrinkage  allowance  on  such 
milk. 

In  the  assembly  operation  of  bulk 
farm  tank  milk,  there  may  be  some 
physical  loss  of  milk.  Receipts  at  pool 
plants  may  not  agree  with  the  aggre¬ 
gate  of  the  weights  determined  at  the 
farm  from  the  bulk  tank  “dip  stick” 
reading.  Provision  should  be  made  so 
that  the  cooperative  association  in  its 
capacity  as  a  handler  on  bulk  tank  milk 
will  retain  one-half  of  one  percent  of 
the  two  percent  allowable  shrinkage 
with  the  remainder  passed  on  to  the  op¬ 
erator  of  the  pool  plant.  If,  however, 
the  handler  files  a  notice  with  the  mar¬ 
ket  administrator  that  he  is  purchasing 
farm  bulk  tank  milk  from  the  coopera¬ 
tive  association  on  the  basis  of  the  ag¬ 
gregate  farm  weights  and  tests,  the 
entire  shrinkage  should  be  available  to 
the  pool  plant  to  which  the  milk  is  de¬ 
livered. 

Skim  milk  and  butterfat  are  not  used 
in  most  products  in  the  same  propor¬ 
tions  as  contained  in  the  milk  received 
from  farmers  and,  therefore,  should  be 
classified  according  to  their  separate 
uses.  The  skim  milk  and  butterfat  con¬ 
tent  of  milk  products  received  and  dis¬ 
posed  of  by  a  handler  can  be  determined 
through  certain  testing  procedures. 
Some  products  such  as  ice  cream  and 
condensed  products  present  a  difficult 
problem  of  testing  in  that  some  of  the 
water  contained  in  the  milk  has  been 
removed.  It  is  desirable  in  the  case  of 


such  products  to  provide  an  accent  k, 
means  of  ascertaining  the  amount 
skim  milk  and  butterfat  used  to  of 
such  products.  pr(Hlu<* 

Butterfat  and  skim  milk  used  to 
duce  Class  II  products  should  be  S' 
sidered  to  be  classified  when  so  u»h 
Handlers  will  need  to  maintain 
records  on  such  products,  however  t 
permit  audit  of  their  utilization  recorri 
by  the  market  administrator.  Class  tt 
products  from  any  source  used  in  th 
production  of  any  product,  includS! 
products  in  Class  I  milk,  should  be  cm 
sidered  to  be  a  receipt  of  other  sourc 
milk.  This  will  maintain  priority  of  as! 
signment  of  current  receipts  of  aoDro™ 
milk  to  Class  I  utilization. 

Each  handler  must  be  held  responsible 
for  a  full  accounting  of  all  his  reS 
of  skim  milk  or  butterfat  in  any  form 
A  handler  who  first  receives  milk  from 
dairy  farmers  should  be  responsible  for 
establishing  the  classification  of  and 
making  payment  for  such  milk  jw 
responsibilities  in  this  manner  is  neces- 
sary  to  effectively  administer  the  pro- 
visions  of  the  order. 

Except  for  the  limited  quantities  of 
shrinkage  that  may  be  classified  in  Class 
H,  all  skim  milk  and  butterfat  for  which 
the  handler  cannot  establish  utilization 
should  be  classified  as  Class  I  milt 
This  provision  is  necessary  to  remove 
any  advantage  that  might  accrue  to 
handlers  who  fail  to  keep  complete  and 
accurate  records  and  to  assure  that 
dairy  farmers  receive  payment  for  their 
milk  on  the  basis  of  its  use.  Accord¬ 
ingly,  the  burden  of  proof  should  be  on 
the  handler  to  establish  the  utilization 
of  any  milk  as  other  than  Class  I. 

Transfers.  Classification  of  butterfat 
and  skim  milk  used  in  the  production  of 
Class  n  milk  items  should  be  considered 
to  have  been  established  when  the  prod¬ 
uct  is  made.  Classification  of  Class  I 
milk  should  be  established  when  the 
butterfat  or  skim  milk  is  disposed  of. 
However,  some  Class  I  items  may  be  dis¬ 
posed  of  to  other  milk  plants  for  Class  n 
use.  Classification  of  any  product  so 
transferred  to  another  plant  should, 
under  certain  circumstances,  be  deter¬ 
mined  according  to  its  utilization  in  the 
plant  to  which  transferred. 

Fluid  milk  products  transferred  from 
a  pool  plant  to  another  pool  plant  should 
be  classified  as  Class  I  milk  unless  utili¬ 
zation  as  Class  II  milk  is  claimed  for 
both  plants  on  the  reports  submitted 
for  the  month  to  the  market  adminis¬ 
trator.  However,  sufficient  Class  n 
utilization  must  be  available  at  the 
transferee  plant  for  such  assignment 
after  prior  allocation  of  shrinkage  and 
other  source  milk.  Moreover,  if  other 
source  milk  had  been  received  at  either 
or  both  plants  during  the  month,  the 
skim  milk  or  butterfat  in  fluid  milk 
products  involved  in  such  transfer 
should  be  classified  at  both  plants  so  as 
to  allocate  the  greatest  possible  Class  I 
utilization  to  the  producer  milk  at  both 
plants. 

Fluid  milk  products  transferred  or 
diverted  to  a  nonpool  plant  should  be 
classified  as  Class  I  milk  unless  certain 
conditions  are  met.  The  operator  of  the 
nonpool  plant,  if  requested,  should  make 
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hnnics  and  records  available  to  the 
i  n  ist.r  ator  for  the  purpose  of 


w  administrator  for  the  purpose  of 
““‘Stiff  the  receipts  and  utilization  of 
ve2  in  such  nonpool  plant.  Provision 
ffvpriflcation  by  the  market  adminis¬ 
ter  is  reasonable  and  necessary  to  in- 
^  nmner  application  of  the  classifica- 
tion  procedures  prescribed  in  the  order, 
rn  nrder  to  classify  transfers  or  diver- 
J®'  as  Class  n  milk,  the  fluid  milk 
a°j7ucts  disposed  of  from  the  receiving 
.rTnnnl  Dlant  should  not  exceed  the  re- 
^Dteof  skim  milk  and butterfat  in  milk 
Reived  during  the  month  from  Grade 
*  dairy  farmers  who  constitute  its 
Lular  source  of  supply.  However,  if 
Quid  milk  products  disposed  of  from 
ele  receiving  nonpool  plant  exceed  the 
receipts  of  skim  milk  and  butterfat  from 
dairy  fanners  regularly  supplying  such 
niant  the  difference  should  be  assigned 
to  the  fluid  milk  products  transferred  or 
diverted  from  the  pool  plant  and  classi¬ 
fied  as  Class  I  milk.  If  the  transfers 
and  diversions  to  the  nonpool  plant  dur- 
ing  the  month  are  from  two  or  more 
plants  subject  to  the  provisions  of  this 
and  other  orders  issued  pursuant  to  the 
Act,  the  skim  milk  and  butterfat  as¬ 
signed  to  Class  I  milk  at  each  such  pool 
plant  under  the  Eastern  Colorado  order 
should  be  not  less  than  that  obtained  by 
prorating  the  assignable  Class  I  milk  at 
the  nonpool  plant  over  the  receipts  from 
all  plants  subject  to  the  provisions  of 
this  and  other  orders  issued  pursuant  to 
the  Act. 

Cream  transferred  to  a  nonpool  plant 
located  outside  of  Cache  or  Weber 
County,  Utah,  or  more  than  200  miles 
from  the  courthouse  in  Denver  County, 
Colorado,  for  manufacturing  purposes 
and  the  containers  tagged  as  such  should 
be  classified  as  Class  II  milk.  Cream 
for  manufacturing  purposes  is  shipped 
by  handlers  to  outlets  at  considerable 
distances  from  the  surplus  disposal  area. 
The  market  administrator  should  have 
an  opportunity  to  verify  the  shipment 
before  it  leaves  the  pool  plant. 

The  method  herein  recommended  for 
classifying  transfers  and  diversions  from 
pool  plants  to  nonpool  plants  accords 
equitable  treatment  to  Eastern  Colorado 
order  handlers  and  gives  appropriate 
recognition  to  handlers  in  other  regu¬ 
lated  markets  in  the  classification  of 
milk  transferred  to  a  common  nonpool 
plant.  Giving  priority  to  dairy  farmers 
directly  supplying  a  nonpool  plant  rec¬ 
ognizes  that  they  are  the  regular  and 
dependable  sources  of  supply  of  milk 
for  fluid  use  at  such  plant.  The  pro¬ 
posed  method  of  classification  will  safe¬ 
guard  the  primary  functions  of  the 
transfer  provision  of  the  order  by  pro¬ 
moting  orderly  disposal  of  reserve  sup¬ 
plies  and  in  assuring  that  shipments  to 
nonpool  plants  will  be  classified  in  an 
equitable  manner. 

The  provision  for  classifying  fluid  milk 
products  as  Class  II  milk  should  not  be 
extended  to  include  fluid  milk  products 
other  than  cream  transferred  or  diverted 
to  nonpool  plants  located  more  than  200 
miles  from  the  courthouse  in  Denver 
County,  Colorado,  or  located  outside  of 
Cache  or  Weber  County,  Utah.  The 
area  thus  described  is  adequate  to  dis¬ 
pose  of  milk  and  skim  milk  not  needed 
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by  order  handlers  for  Class  I  purposes. 
Milk  and  skim  milk  moving  greater  dis¬ 
tances  are  normally  for  Class  I  use. 

When  a  fluid  milk  product  in  bulk  has 
been  transferred  or  diverted  to  a  non¬ 
pool  plant  within  the  surplus  disposal 
area,  the  market  administrator  is  re¬ 
quired  to  verify  the  utilization  claimed 
by  such  nonpool  plant.  It  may  reason¬ 
ably  be  expected  that  the  market  ad¬ 
ministrator  will  be  able  to  make  such 
verification  within  such  surplus  disposal 
area  without  incurring  undue  expense. 

A  surplus  disposal  area  larger  than  that 
provided  herein  might  tend  to  make  un¬ 
reasonable  demands  on  the  market  ad¬ 
ministrator  in  connection  with  the  veri¬ 
fication  of  occasional  or  irregular  ship¬ 
ments  to  nonpool  plants  located  beyond 
that  area  wherein  handlers  who  would 
be  subject  to  the  Eastern  Colorado  order 
normally  dispose  of  reserve  supplies  of 
milk  and  skim  milk  for  Class  II  purposes. 

Farm  bulk  tank  milk  for  which  the  co¬ 
operative  association  is  the  handler 
should  be  transferred  and  classified  on  a 
pro  rata  basis.  Classification  on  a  pro 
rata  basis  permits  the  handler  who 
processes  the  milk  to  purchase  it  accord¬ 
ing  to  the  utilization  in  his  plant  with¬ 
out  constant  negotiation  with  the  coop¬ 
erative  concerning  classification. 

Any  fluid  milk  product  transferred  to 
a  producer-handler  should  be  classified 
in  Class  I  and  should  not  be  subject  to 
reclassification.  This  is  appropriate 
since  normal  needs  of  a  producer-han¬ 
dler  for  supplemental  supplies  is  asso¬ 
ciated  with  his  fluid  sales,  and  such 
classification  is  justified  in  consideration 
of  his  exemption  from  pooling  of  his 
Class  I  sales.  This  classification  require¬ 
ment  will  tend  to  minimize  any  unequal 
sharing  of  the  burden  of  the  reserve 
supply  for  the  market  as  between  pro¬ 
ducer-handlers  and  producers. 

Allocation.  The  order  provides  for  de¬ 
termining  the  value  of  producer  milk  at 
a  plant  each  month  on  the  basis  of  the 
classification  of  such  milk.  It  is  neces¬ 
sary,  therefore,  to  determine  the  quan¬ 
tities  of  milk  in  each  class  to  be  as¬ 
signed  to  producer  milk  if  a  plant  has 
butterfat  or  skim  milk  other  than  that 
received  in  milk  from  producers. 

The  milk  of  producers  who  are  pri¬ 
marily  engaged  in  supplying  the  market 
should  be  given  priority  in  the  assign¬ 
ment  to  the  Class  I  utilization  at  pool 
plants.  This  is  necessary  to  insure  the 
stability  of  the  classified  pricing  pro¬ 
gram  of  the  order.  If  the  order  per¬ 
mitted  handlers  to  obtain  unpriced  other 
source  milk  for  Class  I  uses  whenever  it 
was  advantageous  to  do  so  while  pro¬ 
ducer  milk  in  the  plant  was  utilized  in 
Class  II,  the  market  would  be  deprived 
of  a  dependable  supply  of  milk  and  the 
order  would  not  be  effective  4n  carrying 
out  the  purpose  of  the  Act. 

In  general,  the  allocation  procedure 
requires  that  skim  milk  and  butterfat, 
respectively,  in  each  pool  plant  be  as¬ 
signed  to  producer  milk  after  making 
the  following  deductions  from  gross 
utilization  starting  with  Class  II  milk, 
except  as  otherwise  noted: 

(1)  Fluid  milk  products  in  consumer 
packages  subject  to  the  Class  I  pricing 
under  the  Colorado  Springs-Pueblo  or¬ 


der  and  sour  cream  from  another  order 
(from  Class  I) ; 

(2)  Other  source  milk  not  subject  to 
Class  I  pricing  provisions  of  another 
order ; 

(3)  Other  source  milk  in  bulk  subject 
to  Class  I  pricing  under  another  order; 

(4)  Beginning  inventory; 

(5)  Receipts  from  pool  plants  of  other 
handlers  (according  to  classification) ; 

(6)  Receipts  of  bulk  tank  milk  from  a 
cooperative  association  for  which  it  is 
the  handler  (pro  rata) ;  and 

(7)  Overage. 

Separate  allocation  is  provided  fox- 
other  source  milk  received  under  varying 
circumstances  to  facilitate  the  applica¬ 
tion  of  the  compensatory  payment  pro¬ 
visions  of  the  order  and  to  provide  flex¬ 
ibility  in  plant  operations.  Provision  is 
made  to  allocate  to  Class  I  milk  packaged 
fluid  milk  products  subject  to  Class  I 
pricing  provisions  under  the  Colorado 
Springs-Pueblo  milk  order  and  for  sour 
cream  received  from  any  Federal  milk 
order  when  it  is  classified  as  Class  I  or 
its  equivalent  value.  This  will  have  the 
effect  of  giving  the  same  treatment  to 
such  items  moved  from  a  plant  under 
such  order  whether  distributed  directly 
to  consumers  in  the  marketing  area  from 
such  plant,  as  is  sometimes  the  case  in 
this  market,  or  imported  through  an 
Eastern  Colorado  order  pool  plant.  Two 
of  the  larger  handlers  in  the  market  op¬ 
erate  plants  subject  to  regulation  under 
the  Colorado  Springs-Pueblo  milk  order. 
These  handlers  at  times  have  an  inter¬ 
change  of  packaged  products  between 
the  plants. 

(c)  Class  prices.  In  order  to  restore 
and  maintain  orderly  marketing  condi¬ 
tions  in  the  Eastern  Colorado  area,  min¬ 
imum  Class  I  and  Class  n  prices  for  pro¬ 
ducer  milk  must  be  established  at  levels 
that  will  reflect  economic  conditions  af¬ 
fecting  the  market  supply  and  demand 
for  milk  or  its  products  and  assure  the 
maintenance  of  a  supply  of  quality  milk 
adequate  for  the  needs  of  the  market. 
The  enabling  act  requires  that  minimum 
prices  established  by  Federal  milk  orders 
meet  this  standard.  An  important  point 
in  this  requirement  is  that  the  prices 
shall  be  at  a  level  that  over  a  reasonable 
period  of  time,  due  consideration  being 
given  the  need  for  a  reserve  of  milk  and 
the  seasonal  variation  in  production,  the 
supply  of  milk  meeting  the  quality  stand¬ 
ards  of  a  market  will  be  about  equal  to 
the  needs  of  the  market  for  milk  of  that 
quality.  This  means,  in  turn,  that  the 
minimum  prices  provided  for  in  the  order 
can  be  related  to  general  economic  con¬ 
ditions,  but  cannot  be  maintained  out  of 
line  with  such  conditions.  If  producer 
prices  are  too  low,  not  enough  milk  of 
acceptable  quality  will  be  produced  to 
supply  fully  the  Class  I  needs  of  the 
market.  If  such  prices  are  too  high,  on 
the  other  hand,  milk  production  will  be 
over  stimulated  and  fluid  consumption 
will  tend  to  be  curtailed.  These  actions 
would  cause  more  milk  to  be  produced 
than  is  needed  to  supply  the  demand  for 
Class  I  milk,  including  the  necessary  re¬ 
serves,  and  would  eventually  result  in 
the  shifting  of  agricultural  resources  to¬ 
ward  the  production  of  unnecessary  and 
uneconomic  surpluses  and  this  would  de¬ 
press  the  blend  price  to  producers. 
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The  concept  of  adjusting  minimum 
class  prices  in  response  to  changes  in 
supply  and  demand  conditions  and  there¬ 
by  influencing  production  of  milk 
through  consequent  changes  in  pro¬ 
ducers’  blend  prices,  has  wider  geograph¬ 
ical  implications  today  than  in  the 
past.  In  earlier  days  producers  were 
limited  to  supplying  milk  to  local  mar¬ 
kets  because  of  inadequate  transporta¬ 
tion  facilities,  and  the  local  nature  of 
health  regulations  and  milk  distribution 
systems.  Today  the  technological  ad¬ 
vances  in  milk  production,  including  the 
widespread  use  of  milk  cooling  equipment 
on  farms;  the  rapid  motor  transporta¬ 
tion  from  farms  to  a  number  of  cities 
instead  of  one  or  two,  especially  through 
the  advent  of  bulk  farm  tank  milk  pick¬ 
up;  the  increased  efficiency  of  milk  proc¬ 
essing  equipment  and  plants;  the  in¬ 
creasing  importance  of  paper  containers 
for  packaging  milk;  the  use  of  refrig¬ 
erated  delivery  trucks;  the  sale  of  milk 
through  vendors  and  stores  in  distant 
cities;  and  the  corollary  trend  among 
health  authorities  of  approving  sources 
of  milk  derived  from  a  wider  supply  area 
under  agreements  for  reciprocal  inspec¬ 
tion — all  these  factors  enable  milk  to 
be  transported  and  sold  long  distances 
from  the  point  of  production  and  proc¬ 
essing.  The  hearing  record  was  replete 
with  testimony  showing  that  these  de¬ 
velopments  have  and  are  influencing  the 
marketing  organization  and  price  struc¬ 
ture  for  producer  milk  and  for  fluid  milk 
products  in  Colorado.  That  these  de¬ 
velopments  affect  the  level  of  prices  paid 
for  milk  produced  in  Colorado  is  borne 
out  by  the  many  references  in  the  record 
to  the  need  of  keeping  Eastern  Col¬ 
orado  prices  in  reasonable  alignment 
with  those  in  other  areas. 

Basic  formula  prices.  The  basic  for¬ 
mula  price  proposed  herein  is  the  same 
as  proposed  at  the  hearing  and  is  the 
same  as  used  in  many  Federal  order  mar¬ 
kets.  The  purpose  of  this  basic  formula 
price  is  to  reflect  the  general  economic 
factors  underlying  the  price  for  milk  in 
manufactured  dairy  products.  Because 
the  market  for  most  manufactured  dairy 
products  is  nationwide,  prices  for  such 
products  reflect,  to  a  large  extent, 
changes  in  general  economic  conditions 
affecting  the  supply  and  demand  for 
milk.  Prices  paid  for  milk  used  for  fluid 
purposes  are  related  to  prices  paid  for 
milk  used  for  manufacturing  purposes 
since  production  and  marketing  of  in¬ 
spected  milk  for  fluid  purposes  is  influ¬ 
enced  by  many  of  the  same  economic 
conditions.  Also,  manufacturing  milk 
plants  serve  as  alternative  outlets  for 
milk  which  farmers  produce  for  fluid 
markets.  For  these  reasons,  most  fluid 
milk  markets  have  used  prices  for  butter 
and  nonfat  dry  milk  solids  or  the  prices 
paid  by  condenseries  (with  stated  differ¬ 
entials  over  these  basic  manufacturing 
prices)  to  establish  fluid  milk  prices. 

The  basic  formula  price  to  be  used  in 
establishing  the  Class  I  price  should  be 
the  higher  of  the  following  for  the  pre¬ 
ceding  month: 

(1)  The  prices  paid  to  farmers  at  mid¬ 
west  condenseries  for  milk  of  3.5  percent 
butterfat  content;  and 

(2)  The  formula  price  based  on  the 
market  prices  of  butter  and  nonfat  dry 


milk  solids  in  the  Chicago,  Illinois,  area. 

Class  I  price.  The  Class  I  price  pro¬ 
posed  herein  is  established  by  adding  a 
differential  of  $2.10  to  the  basic  formula 
price  for  the  preceding  month  in  all 
months  of  the  year. 

The  cooperative  associations  proposed 
that  the  Class  I  price  be  established  by 
adding  a  differential  of  $2,335  to  the 
same  basic  formula  price  as  proposed 
herein.  A  handler  proposed  that  the 
Class  I  price  differential  should  be  $1.85 
in  all  months  of  the  year.  Other  han¬ 
dlers  proposed  that  the  Eastern  Colorado 
Class  I  price  be  closely  aligned  with  the 
Class  I  prices  in  Federal  order  markets 
to  the  north  and  east  of  Eastern  Colo¬ 
rado,  mainly  the  Platte  Valley,  Nebraska, 
milk  order. 

The  general  announced  price  level  for 
Grade  A  milk  used  for  fluid  purposes  in 
Eastern  Colorado  from  November  1957 
through  January  1959  was  $1.70  per 
pound  of  butterfat  or  $5.95  per  hundred¬ 
weight  on  a  3.5  percent  butterfat  basis. 
Such  price  declined  as  follows:  In  Febru¬ 
ary  1959  to  $5.81,  in  May  1959  to  $5.74 
and  in  July  1959  to  $5.67.  However, 
there  were  several  price  concessions 
made  to  handlers  for  milk  sold  in  vari¬ 
ous  areas  outside  the  City  of  Denver. 
These  prices  were  also  subject  to  certain 
adjustments  for  handling  and  the  loca¬ 
tion  of  the  plant  which  first  received  the 
milk.  The  reduction  in  the  announced 
level  of  the  Class  I  price  can  be  attrib¬ 
uted  in  part  to  two  conditions.  One  was 
the  entry  into  the  market  of  a  source 
of  supply  from  the  Cache  Valley  Dairy 
Association  and  the  increase  in  produc¬ 
tion.  In  1958,  392  million  pounds  of 
milk  were  produced  for  the  market,  in 
1959,  the  amount  increased  to  398  mil¬ 
lion  and  in  1960,  it  was  estimated  on  the 
basis  of  figures  available  at  the  time  of 
the  hearing  that  the  supply  of  milk  in 
the  market  would  exceed  that  of  1959. 
At  the  same  time,  the  ultilization  in  the 
market  declined  slightly  from  1958  to 

1959,  and  it  appears  that  1960  utilization 
percentage  will  be  below  1959. 

The  Class  I  price  in  Denver  has  had  no 
direct  relationship  to  the  manufacturing 
value  of  milk.  The  Class  I  price  has  been 
fixed  by  negotiations  between  the  co¬ 
operative  association  and  the  handlers. 
The  manufacturing  value  of  milk  has  in¬ 
creased  in  the  past  few  years  as  evi¬ 
denced  by  increase  in  the  midwest  con¬ 
denseries  price  series  from  $3,009  per 
hundredweight  for  milk  of  3.5  percent 
butterfat  content  in  1958  to  $3,151  per 
hundredweight  in  1960.  When  support 
levels  were  increased  in  the  past  year, 
the  Class  I  prices  remained  unchanged. 
These  combined  factors  have  had  the 
effect  of  decreasing  the  difference  be¬ 
tween  the  manufacturing  value  of  milk 
and  the  Class  I  price  fixed  by  the  co¬ 
operative  association.  The  difference  be¬ 
tween  the  average  Class  I  price  and  the 
average  manufacturing  value  for  milk 
has  decreased  42  cents  from  1958  to 

1960. 

Official  notice  is  hereby  taken  of  the 
milk  marketed  by  farmers  for  the  State 
of  Colorado  as  published  by  the  Depart¬ 
ment  in  Milk-Farm  Production,  Disposi¬ 
tion  and  Income  for  1958-1959  and  1959- 
1960.  The  whole  milk  sold  to  plants  and 


dealers  for  the  State  was  552 


pounds  for  1958,  580  million DouS°n 
1959  and  634  million  r*®51® 


1959  and  634  million  pounds  for 
These  figures  include  a  very  neeli^0' 
amount  of  ungraded  milk  for  manuf 
turing  purposes  which  was  sold  to 
facturing  plants  as  whole  milk  t!' 
average  price  received  for  such  mrS 

Which  wns  flnnrnvimotnln  o  „ 


was  approximately  3.6 


butterfat  was  $4.74  per  hundredwS 
in  1958,  $4.68  in  1959  and  $4.63  huff 
There  are  two  secondary  markets  with” 
the  State  which  would  have  an  effect 
these  figures.  They  are  the  Federal 
orders  in  Colorado  Springs -Pueblo^ 
Western  Colorado.  The  total  amount  of 
pooled  milk  in  Colorado  Springs-Puehin 
for  1959  and  1960  was  116  and  137  ^ 
lion  pounds,  respectively.  The  average 
blend  price  for  the  same  years  for  mnv 
of  3.6  percent  butterfat  content  was 
$4,944  and  $4.87,  respectively.  The 
Western  Colorado  market  pooled  in  1959 
and  1960,  40.1  and  38.6  million  pounds  of 
milk,  respectively,  and  the  average  blend 
price  for  3.6  percent  butterfat  was  $4  942 
and  $4.97,  respectively.  These  two  mar- 
kets  represent  approximately  27  percent 
of  the  total  production  of  the  State. 

Intermarket  price  comparisons  fur¬ 
nish  some  guide  for  establishing  Class  I 
prices.  There  are  several  Federal  order 
markets  east  of  Colorado  in  which  or¬ 
ders  have  operated  for  sufficient  periods 
of  time  to  demonstrate  the  appropriate 
level  of  the  Class  I  price.  Moreover, 
some  of  these  markets  would  be  able 
to  furnish  supplemental  milk  when 
needed  by  the  Eastern  Colorado  han¬ 
dlers.  The  Eastern  Colorado  Class  I 
price  proposed  herein  would  have  aver¬ 
aged  $5.25  per  hundredweight  for  milk 
of  3.5  percent  butterfat  content  in  1960. 
This  price  can  be  compared  with  like 
prices  in  other  Federal  markets  by  add¬ 
ing  a  transportation  cost  of  15  cents 
per  each  10  miles  or  fraction  thereof. 
This  is  the  rate  used  in  establishing  the 
location  differentials  hereunder.  The 
following  are  the  average  1960  Class  I 
prices  of  the  named  markets  at  3.5  per¬ 
cent  butterfat  content,  plus  transporta¬ 
tion  cost  to  Denver,  Colorado:  The  Chi¬ 
cago  price  is  $4.70 ;  Minneapolis-St.  Paul 
$5.28;  Wichita,  Kansas  $5.42;  Greater 
Kansas  City  $5,355;  North  Central  Iowa 
at  Waterloo,  Iowa  $5.17;  Platte  Valley 
at  North  Platte,  Nebraska,  $4,995  and 
Omaha  Lincoln-Council  Bluffs  $5375. 
Except  for  the  Chicago  price  which  uses 
the  price  at  the  20th  zone,  or  from 
Menomonie,  Wisconsin,  these  prices  are 
computed  from  f.o.b.  market. 

Under  the  system  of  accounting  and 
classification,  most  generally  used  in 
the  market,  the  percentage  of  the  milk 
supply  used  in  fluid  sales  is  estimated 
to  have  been  approximately  67  percent 
in  1958  and  1959.  However,  in  1960  the 
percentage  is  estimated  to  be  slightly 
lower  than  the  two  previous  years.  The 
percentage  of  Class  I  milk  would  be 
somewhat  higher  under  the  proposed  ac¬ 
counting  and  classification  system  if  ap¬ 
plied  to  the  sales  and  receipts  of  the 
market.  This  higher  utilization  to¬ 
gether  with  the  increase  in  the  proposed 
price  for  Class  II  milk  and  the  proposed 
Class  I  price  would  return  to  producers 
slightly  more  than  they  are  presently 
receiving  under  the  present  marketing 
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tpm.  The  average  blend  price  for  the  than  that  presently  required  under  the  All  products  included  in  Class  II  milk 
Ser  Milk  Producers  Association  as  order  for  the  nearby  Colorado  Springs-  may  be  made  from  ungraded  milk, 
mouted  from  available  data  for  the  Pueblo  market,  and  that  a  Colorado  Grade  A  milk  which  may  be  used  in  some 
Hod  of  October  1959  was  $4.58  per  Springs  handler  presently  regulated  by  of  these  products  by  regulated  handlers 
hundredweight  for  milk  of  3.5  percent  that  order  will  in  all  probability  be  reg-  and,  therefore,  must  be  priced  at  a  level 
hitterfat  content,  including  9  cents  per  ulated  under  the  Eastern  Colorado  order  that  is  competitive  with  the  cost  of  alter- 
hundredweight  for  association  dues  and  when  issued.  The  Eastern  Colorado  native  supplies  of  milk  or  in  line  with" the 
advertising.  Using  the  classification  marketing  area  is  considered  the  pri-  cost  of  milk  products  that  would  other- 
nd  accounting  provisions  proposed  mary  market  and  the  point  at  which  the  wise  be  used  in  Class  II  products  pro- 
herein  the  class  prices  proposed  would  value  of  milk  should  be  determined.  The  cessed  by  handlers  in  this  area.  The 
have  yielded  a  blend  price  of  approxi-  clear  indications  on  this  record  concern-  record  shows  that  ice  cream,  cottage 
mately  $4  61  per  hundredweight  for  3.5  ing  the  supply  situation  of  the  general  cheese,  condensed  milk,  and  hard  cheese 
nercent  butterfat  for  the  same  period,  area  and  the  substantially  larger  vol-  are  the  most  important  outlets  for  re- 
Moreover,  this  blend  price  was  com-  umes  of  milk  involved  in  the  primary  serve  and  surplus  milk  in  this  area. 

Tuted  without  the  availability  of  all  the  market,  make  it  essential  that  the  East-  There  is  no  group  of  plants  in  Eastern 
Leipts  and  sales  in  the  market  and  ern  Colorado  Class  I  price  be  established  Colorado  carrying  on  extensive  manu- 
those  receipts  and  sales  not  included  at  the  level  provided  rather  than  on  the  facturing  operations  whose  prices  would 
would  further  increase  the  Class  I  utili-  basis  of  relationship  with  the  current  provide  a  broad  enough  base  to  be  used 
zation  of  the  market,  thereby  increasing  price  for  the  Colorado  Springs-Pueblo  as  a  basis  for  fixing  the  Class  II  price, 
the  blend  price.  market.  The  plants  that  represent  the  most  im- 

The  cooperative  associations  proposed  There  was  no  proposal  or  testimony  portant  outlets  for  surplus  milk  also  de- 
a  Class  I  differential  of  $2,335  over  the  on  any  seasonal  pricing  plan  within  the  pend  to  a  large  extent  upon  the  surplus 
basic  formula  price.  They  testified  that  Class  I  price  structure.  The  milk  pro-  milk  of  the  Eastern  Colorado  markets  for 
such  differential  was  based  on  the  Colo-  duction  data  for  the  market  indicate  at  their  needs.  Obviously,  the  pay  prices 
rado  Springs-Pueblo  Class  I  differential  the  present  time  seasonal  pricing  of  the  at  these  plants  for  ungraded  milk  would 
of  $2.20  plus  transportation  cost.  A  Class  I  price  is  not  needed.  If  experience  not  reflect  the  true  value  of  ungraded 
dass  I  price  resulting  from  addition  of  indicates  that  the  proposed  level,  or  the  milk  in  the  area. 

a  Class  I  differential  of  $2.10  to  the  basic  basis  or  method  of  pricing,  fails  to  bring  The  prices  paid  for  surplus  milk  in  the 
formula  price  prevailing  in  the  most  forth  a  satisfactory  level  of  producer  Eastern  Colorado  market  have  not  re- 
recent  12-month  period  for  which  data  milk  receipts  in  the  marketing  area,  it  fleeted  to  producers  the  full  value.  The 
are  available  on  the  record  would  have  will  be  appropriate  to  re-examine  these  Class  IV  or  surplus  price  in  Denver  aver- 
produced  a  blend  price  slightly  in  excess  provisions  in  conjunction  with  the  com-  aged  $2,754  for  milk  containing  3.5  per- 
of  that  actually  received  by  producers,  plete  marketing  information  that  will  cent  butterfat  in  1959  and  $2,719  in  the 
During  this  period,  milk  supplies  appar-  become  available  after  the  order  has  been  first  eleven  months  of  1960.  These 
ently  were  increasing  somewhat  more  in  effect.  Although  the  basic  formula  is  prices  are  very  similar  to  the  prices  paid 
rapidly  than  fluid  sales.  Official  notice  designed  to  respond  to  general  supply  for  milk  by  cheese  plants  located  within 
is  hereby  taken  of  the  level  of  support  and  demand  conditions  affecting  the  pro-  the  marketing  area.  The  support  prices 
prices  for  the  period  through  March  duction  of  milk,  it  also  is  important  to  for  manufacturing  milk  during  1960  were 
1962  as  announced  by  the  Secretary  on  have  the  Class  I  price  responsive  to  local  $2.80  per  hundredweight  for  3.5  percent 
March  10,  1961.  The  increase  in  level  of  conditions.  An  important  local  condi-  butterfat  until  September  17,  1960.  At 
support  prices  thus  provided  will  in-  tion  is  the  relationship  between  the  sup-  that  time  it  was  increased  to  $2.94  for 
crease  basic  formula  prices  and  conse-  Ply  of  milk  immediately  available  to  the  3.5  percent  milk.  Official  notice  is  taken 
quently  the  level  of  the  Class  I  price  market  and  the  proportion  of  this  milk  of  the  dairy  support  prices  announced 
from  that  now  prevailing.  This  is  in  disposed  of  for  Class  I  purposes.  How-  March  10,  1961,  to  be  effective  for  the 
contrast  to  the  recent  downward  trend  ever,  because  of  limitations  on  accurate  remainder  of  the  marketing  year  of  1960- 
of  Class  I  prices  in  this  market  while  marketwide  data,  no  automatic  adjust-  1961  and  for  the  1961-1962  marketing 


manufacturing  milk  prices  were  increas¬ 
ing. 

The  minimum  level  of  Class  I  prices 
for  the  Eastern  Colorado  market  should 
be  one  which  in  conjunction  with  the 
Class  n  prices  will  result  in  returns  to 
producers  who  are  or  who  may  become, 
regular  suppliers  of  this  market  suf¬ 
ficient  to  induce  and  maintain  an  ade¬ 
quate,  but  not  excessive  supply  of  milk 
to  meet  the  Class  I  requirements  of  con¬ 
sumers  in  the  marketing  area,  including 
the  necessary  reserves  to  meet  normal 
fluctuations  in  sales.  The  basis  of  pric¬ 
ing  takes  in  account  not  only  the  imme¬ 
diate  supply  and  demand  conditions,  but 
also  the  prevailing  minimum  prices  de¬ 
termined  under  similar  price  criteria  in 
markets  to  the  north  and  east  of  the 
Eastern  Colorado  marketing  area.  To 
provide  a  higher  level  of  Class  I  prices 
as  proposed  by  producers,  would  expose 
the  Eastern  Colorado  producers  and 
handlers  to  possible  loss  of  sales  since 
handlers  under  other  Federal  orders  are 
in  position  to  and  do,  distribute  milk  on 
routes  in  the  proposed  marketing  area. 
It  would  also  attract  both  additional 
producers  and  plants  to  the  market 
which  would  reduce  returns  to  producers. 

Under  these  circumstances,  a  Class  I 
price  differential  in  excess  of  $2.10  can¬ 
not  be  justified.  It  is  recognized  that 
this  will  result  in  a  price  10  cents  less 


ment  of  the  class  price  based  on  chang¬ 
ing  supply-demand  relationship  is 
proposed  herein.  It  is  concluded  that 
after  the  accumulation  of  at  least  one 
year’s  data  the  basis  or  method  of  pric¬ 
ing  should  be  re-examined  at  a  public 
hearing  called  for  that  purpose.  For 
this  reason,  the  Class  I  price  differential 
adopted  will  be  effective  for  a  period  of 
only  18  months. 

Class  II  price.  Every  fluid  milk  mar¬ 
ket  needs  a  reserve  supply  of  Grade  A 
milk  to  meet  day-to-day  fluctuations  in 
the  receipts  from  producers  and  in  Class 
I  sales.  In  the  Eastern  Colorado  mar¬ 
keting  area  the  Class  I  sales  of  milk  do 
not  change  greatly  from  season  to  sea¬ 
son.  On  the  other  hand,  milk  supplies 
because  of  their  seasonal  variations  are 
greater  during  the  spring  and  summer 
months  than  during  the  fall  and  winter 
months.  The  result  is  that  handlers 
must  process  on  a  year-round  basis  the 
daily  and  seasonal  surpluses  into  various 
manufactured  products.  Since  milk  go¬ 
ing  into  these  products  must  be  paid  for 
at  the  Class  II  price,  this  price  should  be 
fixed  at  a  level  which  will  induce  handlers 
to  accept  and  market  whatever  quanti¬ 
ties  of  such  milk  may  be  offered  from 
time  to  time  by  producers  who  provide 
the  market’s  regular  fluid  supply.  It  is 
of  equal  importance  to  establish  a  price 
that  will  return  the  full  value  of  their 
milk. 


year  of  $3.11  for  3.5  percent  milk.  The 
products  purchased  under  the  price  sup¬ 
port  program  for  dairy  products  are  non¬ 
fat  dry  milk,  butter  and  Cheddar  cheese 
which  represent  the  lowest  return  to  pro¬ 
ducers,  while  Class  II  products  such  as 
ice  cream  and  cottage  cheese  afford  a 
relatively  high  rate  of  return. 

It  is  appropriate  to  have  a  Class  II 
price  which  would  reflect  the  full  value 
of  all  Class  II  products  and  insure  that 
surplus  milk  will  move  into  manufac¬ 
turing  uses  during  the  flush  season  of 
production  yet  high  enough  to  insure 
that  milk  will  not  be  added  to  the  pool 
primarily  for  manufacturing  purposes. 
Such  price  can  be  attained  by  using  the 
butter-powder  formula  of  the  basic  for¬ 
mula  price  during  the  months  of  March 
through  July.  In  all  other  months,  the 
Class  II  price  will  be  the  butter-powder 
formula  plus  10  cents.  However,  the 
Class  II  price  should  not  be  higher  than 
the  basic  formula  price  for  the  month. 

The  butter-powder  formula  proposed 
herein  per  hundredweight  for  3.5  percent 
milk  is  comprised  of  a  butterfat  value 
equal  to  the  price  of  92-score  butter  at 
Chicago  less  a  make  allowance  of  3  cents 
per  pound,  multiplied  by  a  yield  factor 
of  4.2  and  a  skim  milk  value  equal  to  the 
average  prices  of  a  spray  and  roller  proc¬ 
ess,  nonfat  dry  milk  at  Chicago  area 
manufacturing  plants,  less  a  make  al¬ 
lowance  of  5.5  cents  multiplied  by  a  yield 
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factor  of  8.2.  This  price  formula  would 
have  yielded  an  average  price  of  $2,967 
in  1960.  In  1960,  the  Class  n  price  (be¬ 
cause  of  the  10-cent  increase  in  the  Jan- 
ua'ry-February  and  August-December 
period)  would  have  averaged  $3,026  per 
hundredweight.  At  the  purchase  prices 
announced  in  March  for  support  pur¬ 
poses  the  butter-powder  formula  price 
would  be  computed  at  $3,184  for  3.5  per¬ 
cent  milk,  to  which  the  addition  of  10 
cents  in  seven  months  would  result  in  an 
annual  average  Class  II  price  of  $3,242. 

The  lower  Class  n  price  proposed  for 
the  months  of  March  through  July  is 
based  on  the  production  data  and  on  the 
proportion  of  milk  which  is  marketed  in 
manufacturing  uses  during  the  year. 
The  10-cent  lower  price  during  these 
months  recognizes  that  considerable 
quantities  of  milk  would  have  to  be 
shipped  to  nonpool  plants  for  manufac¬ 
ture  into  such  comparatively  low  valued 
products  as  condensed  milk  and  Cheddar 
cheese. 

At  the  hearing  a  cooperative  associa¬ 
tion  proposed  that  a  special  classifica¬ 
tion  be  set  up  for  milk  used  to  produce 
Cheddar  cheese  and  priced  20  cents  per 
hundredweight  lower  than  the  Class  n 
price.  However,  in  their  written  brief 
filed  with  the  Department,  they  aban¬ 
doned  their  position  taken  with  regard 
to  the  special  classification  of  milk  used 
to  produce  Cheddar  cheese.  The  Class 
n  price  proposed  will  appropriately  re¬ 
flect  the  value  of  all  Class  II  products. 
Therefore,  the  need  for  a  special  classi¬ 
fication  for  such  milk  is  unnecessary. 

Location  differentials.  Class  I  milk 
products  because  of  their  bulky,  perish¬ 
able  nature  incur  a  relatively  high  trans¬ 
portation  cost  if  such  products  or  the 
milk  used  to  produce  them  are  moved  a 
considerable  distance.  Milk  delivered 
directly  by  farmers  to  plants  in  or  near 
the  urban  centers  in  the  defined  market¬ 
ing  area  is,  therefore,  worth  more  to  a 
handler  than  milk  which  is  received  from 
farmers  at  a  plant  located  many  miles 
from  the  market.  This  is  so  because  in 
the  latter  instance  the  handler  must  in¬ 
cur  the  additional  cost  of  moving  that 
milk  into  the  central  market.  The  pro¬ 
ducers  in  turn  receive  less  for  milk  de¬ 
livered  to  points  distant  from  the  central 
market  in  lieu  of  incurring  the  addi¬ 
tional  cost  of  hauling  their  milk  into 
the  central  market.  Under  these  condi¬ 
tions  the  value  of  producer  milk  delivered 
to  plants  located  some  distance  from  the 
central  market  is  reduced  in  proportion 
to  the  distance  (and  the  cost  of  trans¬ 
porting  such  milk)  from  the  point  of 
receipt  to  the  central  market. 

To  be  equitable  to  all  handlers  the 
Class  I  price  to  be  paid  for  producer  milk 
should  not  be  dependent  on  the  type  of 
plant  receiving  the  milk.  To  the  extent 
that  milk  is  received  at  distributing 
plants  from  producers  and  brought  to 
city  plants  by  a  handler,  the  handler 
has  assumed  a  transportation  cost  which 
might  often  be  borne  by  producers. 
Accordingly,  the  Class  I  price  should  be 
adjusted  downward  at  such  plants  to 
reflect  the  cost  of  hauling  milk  to  the 
city  plants. 

It  is  economically  more  feasible  to 
supply  the  fluid  milk  needs  of  the  mar¬ 
ket  from  those  farms  and  plants  near¬ 


est  the  market  before  bringing  in  milk 
of  more  distant  plants.  Location  differ¬ 
entials  at  supply  plants  would  apply, 
therefore,  to  that  milk  moved  to  pool 
distributing  plants  in  the  form  of  a  fluid 
milk  product  which  is  assignable  to  Class 
I  milk  after  first  assigning  to  the  avail¬ 
able  Class  I  in  the  plant  to  which  the 
milk  is  moved,  direct  receipts  from  pro¬ 
ducers  and  receipts  of  fluid  milk  prod¬ 
ucts  from  other  pool  plants  at  which 
no  location  differential  applies.  The  lo¬ 
cation  differential  provisions  should 
apply  also  to  milk  disposed  of  as  Class  I 
from  distant  distributing  plants.  Such 
application  of  location  differentials 
would  recognize  the  effect  of  location  on 
the  value  of  milk  and  price  Class  I  milk 
at  all  plants  in  relation  with  value  for 
consumption  in  the  central  market. 

No  location  differential  should  apply 
to  plants  located  less  than  50  miles  from 
the  county  courthouse  in  Denver,  Colo¬ 
rado,  or  at  plants  located  in  El  Paso 
County,  Colorado.  Milk  can  move  effi¬ 
ciently  from  farms  to  the  pool  distribut¬ 
ing  plants  located  within  this  area.  El 
Paso  County  should  be  included  in  the 
zone  in  which  no  location  differential 
should  apply  because  of  the  inter¬ 
relationship  of  the  procurement  and 
sales  of  the  plants  located  in  Colorado 
Springs  with  plants  located  less  than  50 
miles  from  Denver.  Colorado  Springs  is 
located  70  miles  south  of  Denver  and  the 
procurement  area  for  supplies  for  Den¬ 
ver  handlers  overlaps  to  a  considerable 
extent  with  that  of  the  Colorado  Springs 
handlers.  The  same  would  also  be  true 
with  respect  to  the  sales  areas  as  dis¬ 
cussed  earlier  in  this  decision.  For  plants 
located  more  than  50  miles  but  not  more 
than  75  miles  from  the  Denver  County 
Courthouse  by  the  shortest  highway 
distance,  as  determined  by  the  market 
administrator,  a  differential  of  10  cents 
should  be  established  and  for  each  addi¬ 
tional  ten  miles  that  a  plant  is  located 
in  excess  of  75  miles  the  amount  should 
be  increased  1.5  cents  for  each  ten  miles 
or  fraction  thereof.  The  rates  provided 
herein  reflect  experience  relative  to  the 
cost  of  moving  milk  to  city  plants  by 
efficient  means  from  the  heavy  producing 
area  in  Larimer  and  Weld  Counties. 

A  method  is  provided  for  determining, 
if  necessary,  the  priority  of  milk  from 
various  plants  in  allocating  milk  to  Class 
I  for  the  purpose  of  computing  the  ag¬ 
gregate  location  differentials  to  be  al¬ 
lowed.  Such  adjustments  would  be  in 
sequence  beginning  with  those  plants 
nearest  Denver. 

In  line  with  the  economic  considera¬ 
tions  which  affect  the  value  of  milk  for 
fluid  milk  uses  when  it  is  delivered  by 
farmers  to  plants  located  some  distance 
from  the  consuming  market,  it  is  neces¬ 
sary  and  appropriate  that  the  uniform 
price  paid  producers  delivering  milk  to 
plants  to  which  location  differentials 
apply  also  should  be  reduced  by  the  same 
rate  applicable  to  the  Class  I  price  to 
reflect  the  lower  value  of  such  milk,  f.o.b. 
the  point  of  actual  delivery. 

Butterfat  differentials.  The  attached 
order  provides  that  butterfat  and  skim 
milk  be  accounted  for  separately  for 
classification  purposes.  It  also  provides 
that  the  class  and  uniform  prices  should 
be  established  for  milk  containing  3.5 


percent  butterfat.  It  will,  therefore  k, 
necessary  to  adjust  the  Class  I  Class  n 
and  uniform  prices  in  accordances? 
the  average  test  of  milk  in  each  class 
delivered  by  each  producer,  by  butterf! 
differentials  which  will  reflect  differed 
in  the  value  of  the  milk  due  to  variaRT8 
in  butterfat  content.  Uon® 

The  Class  I  butterfat  differential  (i. 
the  price  adjustment  for  each  one-tenth 
of  one  percent  of  variation  in  butterfat 
content)  for  Class  I  milk  should  hs 
equivalent  to  the  price  of  92-score  butter 
at  Chicago  plus  30  percent. 

The  cooperative  associations  proposed 
that  the  Class  I  butterfat  differential^ 
equivalent  to  the  Chicago  92-score  butter 
price  plus  40  percent.  It  has  been  the 
practice  in  this  market  to  price  milk 
solely  on  the  basis  of  its  butterfat  con¬ 
tent.  Under  this  arrangement,  the  averi 
age  butterfat  content  of  milk  in  Class  I 
has  fallen  below  3.5  percent. 

By  fixing  the  Class  I  butterfat  differ- 
ential  at  130  percent  of  the  Chicago  bute 
ter  price,  a  lower  value  for  butterfat  and 
a  higher  value  for  skim  milk  in  Class 
I  will  result  than  would  be  the  case  un¬ 
der  the  cooperative  proposal  and  under 
current  practice  in  the  market.  The 
lower  butterfat  differential  herein  pro- 
posed  should  result  in  relatively  greater 
returns  from  Class  I  milk  to  dairy  farm¬ 
ers  generally  than  a  method  of  pricing 
which  uses  a  higher  Class  I  butterfat 
differential.  When  the  average  test  in 
Class  I  milk  is  below  the  3.5  percent  level 
the  lower  butterfat  differential  will  in- 
crease  the  total  market  value  of  Class 
I  milk  and  hence  also  total  returns  to 
producers.  A  lower  butterfat  differen¬ 
tial  should  encourage  the  use  of  more 
butterfat  in  Class  I.  If  more  butterfat 
is  used  in  Class  I,  returns  to  producers 
also  will  be  increased  by  the  difference 
in  the  value  of  butterfat  in  Class  I  and 
Class  n. 


The  Class  II  butterfat  differential 
should  be  0.120  times  the  price  of 
92-score  butter  at  Chicago.  This  will 
appropriately  reflect  the  value  of  the 
butterfat  and  skim  milk  components  in 
milk  used  in  manufacturing  operations. 

The  butterfat  differentials  to  produc¬ 
ers  for  milk  containing  more  or  less  than 
3.5  percent  butterfat  should  correspond 
to  the  weighted  average  values  of  the 
butterfat  and  skim  milk  in  producer  milk 
utilized  by  handlers  in  Class  I  and  Class 
II.  This  follows  the  same  principle  as 
the  payment  of  the  uniform  price  to 
all  producers.  Each  producer  share 
equally  in  the  total  value  of  the  handlers’ 
Class  I  and  Class  II  utilization,  at  the 
base  test  of  3.5  percent  butterfat.  It  is 
equally  appropriate  that  each  should  re¬ 
ceive  the  average  utilization  value  of  the 
butterfat  and  skim  milk  components  for 
milk  testing  above  or  below  3.5  percent. 

Equivalent  price.  If  for  any  reason  a 
price  quotation  required  by  this  order  for 
computing  class  prices  or  for  any  other 
purpose  is  not  available  in  the  manner 
described,  the  market  administrator 
shall  use  a  price  determined  by  the  Sec¬ 
retary  of  Agriculture  to  be  equivalent  to 
the  price  which  is  required.  Experience 
has  shown  that  market  quotations  pro¬ 
vided  in  the  order  may  not  be  available 
or  may  be  discontinued.  It  is  concluded 
that  provision  for  such  contingencies 
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Wednesday,  August  16,  1961 

^,,1  a  be  made  by  providing  for  a  deter- 
by  the  Secretary  of  Agriculture 
Tapricets)  equivalent  to  such  quota- 

^Payments  on  unpriced  milk.  The  or- 
f  should  provide  for  payments  to  the 
deLiucer -settlement  fund  with  respect 
nther  source  milk  allocated  to  Class  I 
nooi  plants.  The  rate  of  payment  on 
a,lh  milk  should  be  equal  to  the  differ- 
su  between  the  Class  I  and  Class  II 
rices  in  any  month  when  the  receipts 
fnroducer  milk  exceed  110  percent  of 
riass  I  uitilization  at  all  pool  plants. 
Basically,  all  other  source  milk  which 
be  utilized  for  Class  I  milk  in  the 
marketing  area  is  produced  as  part  of  a 
amply  intended  primarily  to  meet  the 
demand  for  milk  for  fluid  consumption 
in  some  area  other  than  the  Eastern  Col¬ 
orado  marketing  area  or  produced  for 
manufacturing  outlets,  but  not  used  for 
such  purposes  in  the  area  for  which  it 
was  produced.  If  part  of  the  regular 
supply  of  another  fluid  milk  market,  it 
could  be  only  milk  in  excess  of  the 
amount  needed  for  fluid  disposition  in 
such  market. 

If  unregulated  plant  operators  were 
allowed  to  dispose  of  surplus  milk  in  the 
regulated  marketing  area,  either  through 
pool  plants  or  directly  to  consumers, 
without  some  compensating  or  neutraliz¬ 
ing  provision  in  the  order,  the  disposition 
of  such  milk,  because  of  its  price  ad¬ 
vantage  relative  to  fully  regulated  milk, 
would  displace  the  fully  regulated  milk 
in  Class  I  uses  in  the  marketing  area. 
Hie  plan  of  Congress  as  contemplated 
under  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended,  of  return¬ 
ing  a  reasonable  level  of  prices  to  the 
producers  of  milk  for  the  regulated  mar¬ 
keting  area  would  be  defeated.  Ineffi¬ 
ciency  in  the  marketing  of  milk  would 
be  encouraged  because  there  would  be 
incentive  for  the  regulated  handlers  to 
obtain  milk  for  Class  I  uses  not  from 
the  regular  and  normal  sources  of  supply 
but  from  sources  of  supply  generated 
solely  as  a  result  of  the  price  advantage 
created  for  unregulated  milk  by  the 
regulation  itself.  Providing  for  some 
method  of  compensating  for,  or  neutral¬ 
izing  the  effect  of,  the  advantage  created 
for  unregulated  milk  is  therefore  a  nec¬ 
essary  provision  of  this  order. 

There  may  be  other  situations  in 
which  plant  operators  may  find  it  eco¬ 
nomical  or  desirable  to  make  shipments 
of  small  quantities  of  milk  to  the  market¬ 
ing  area  and  yet  it  would  be  neither  nec¬ 
essary  nor  desirable  in  terms  of  effective 
regulation  to  bring  the  plants  fully  under 
regulation.  This  would  be  true  with 
respect  to  shipments  of  milk  to  pool 
plants  for  the  purpose  of  converting  it 
into  manufactured  products.  Also,  milk 
may  be  disposed  of  in  the  regulated 
marketing  area  as  Class  I  milk  from 
plants  which  are  not  primarily,  or  even 
regularly,  engaged  in  supplying  the  mar¬ 
keting  area.  If  relatively  small,  inci¬ 
dental  or  accidental  shipments  of  milk 
into  the  marketing  area  would  bring 
under  total  regulation  all  the  milk  at 
the  plant  from  which  such  shipments 
are  made,  undue  hardship  could  result 
to  the  operator  of  such  plant  and  for  the 
farmers  delivering  the  milk  involved. 
Compensatory  payments  are  necessary 
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to  provide  a  means  by  which  full  regula¬ 
tion  of  the  handling  of  milk  under  these 
conditions  may  be  avoided  and,  at  the 
same  time,  the  integrity  of  classified 
pricing  and  marketwide  equalization  of 
returns  which  are  necessary  to  insure 
orderly  marketing  in  this  area  may  be 
maintained. 

The  proximity  of  this  market  to 
sources  of  milk  not  under  a  classified- 
price  plan  and  the  opportunities  avail¬ 
able  to  obtain  milk  at  prices  reflecting 
its  value  as  surplus  (approximating  the 
Class  II  price  under  the  order)  must  be 
taken  into  account  in  this  connection. 
The  rate  of  payment  on  other  source 
milk  allocated  to  Class  I  should  be  the 
difference  between  the  Class  II  price  and 
the  Class  I  price  adjusted  (by  the  same 
rate  as  is  applied  at  pool  plants)  to  the 
location  of  the  plant  at  which  such 
other  source  milk  was  received  from 
farmers. 

Other  source  milk  in  the  form  of  con¬ 
centrated  milk  products  should  be  con¬ 
sidered  to  be  from  a  source  at  the  same 
location  as  the  plant  where  used.  In  the 
case  of  these  products,  it  would  be  ex¬ 
tremely  difficult  and  at  times  impossible 
to  determine  the  plant  of  origin.  They 
may  pass  through  several  hands  between 
the  manufacturer  and  ultimate  user 
and  the  output  of  many  plants  may  be 
commingled  by  a  broker  or  jobber  from 
whom  the  handler  acquires  the  products. 
The  administrative  difficulties  involved 
make  it  impracticable  to  adjust  the  pay¬ 
ments  associated  with  any  such  products 
based  on  location  of  source. 

All  funds  collected  from  such  compen¬ 
satory  payments  should  be  added  to  the 
producer-settlement  fund.  The  handler 
receiving  other  source  milk  on  which  a 
payment  accrues  should  be  obligated  to 
make  the  compensatory  payments  to  the 
producer-settlement  fund.  There  will 
be  no  difference  in  actual  amount  so  paid 
for  milk  whether  the  payment  is  required 
of  the  handler  or  of  the  operator  of  the 
unregulated  plant  from  which  the  other 
source  milk  was  obtained.  Because  the 
handler  makes  the  actual  distribution  of 
the  milk  in  the  marketing  area,  and  be¬ 
cause  he  reports  the  utilization  to  the 
market  administrator,  he  is,  from  an 
administrative  view,  the  logical  person 
to  make  the  payment. 

Provision  should  be  made  for  the  pos¬ 
sible  situation  in  which  the  supply  of 
producer  milk  might  not  be  sufficient  to 
fill  Class  I  requirements.  In  such  case, 
milk  purchased  from  outside  sources 
would  not  displace  producer  milk.  When 
the  total  market  receipts  of  producer 
milk  are  less  than  110  percent  of  the  total 
Class  I  sales  during  the  month,  it  is  pos¬ 
sible  that  some  handlers  would  have  to 
purchase  milk  from  outside  the  market 
for  their  Class  I  sales.  Under  these  cir¬ 
cumstances,  there  is  no  advantage  to  be 
gained  by  the  use  of  other  source  milk 
and  compensatory  payments  would  not 
be  necessary  in  this  market. 

No  compensatory  payment  should  be 
required  on  milk  which  is  classified  and 
priced  as  Class  I  under  any  other  Federal 
order.  The  alignment  of  the  Class  I 
price  for  the  Eastern  Colorado  marketing 
area  with  those  for  other  Federal  orders 
px-events  any  advantage  to  Eastern 


Colorado  handler's  who  purchase  other 
Federal  order  milk  or  handlers  under  an¬ 
other  Federal  order  who  have  Class  I 
sales  on  routes  in  the  Eastern  Colorado 
marketing  area. 

The  integrity  of  the  regulation  can  be 
maintained  by  providing  an  alternative 
method  of  determining  compensatory 
payments  at  a  distributing  plant  which 
has  sales  of  Class  I  milk  in  the  marketing 
area  on  routes  but  which  fails  to  qualify 
as  a  pool  plant.  Subject  to  proper  re¬ 
porting  and  the  maintenance  of  adequate 
records,  the  operator  of  such  plant 
should  be  given  an  opportunity  to  choose 
between  payment  into  the  producer- 
settlement  fund  of  (1)  an  amount  equal 
to  the  volume  of  Class  I  milk  disposed 
of  on  routes  in  the  marketing  area  at  the 
same  rate  as  applies  to  unpriced  other 
source  milk  allocated  to  Class  I  at  pool 
plants,  or  (2)  the  amount  by  which  total 
payments  to  dairy  farmers  at  such  non¬ 
pool  plant  are  less  than  the  total  value 
of  the  same  milk  computed  on  the  basis 
of  the  classifications  and  prices  appli¬ 
cable  at  pool  plants. 

If  the  partially  regulated  handler  elects 
to  make  payments  under  the  first  option, 
the  regulation  would  be  protected  in  the 
same  manner  and  to  the  same  extent  as 
is  provided  with  respect  to  compensatory 
payments  on  other  source  milk  at  pool 
plants. 

If  such  handler  chooses  to  pay  the  full 
utilization  value  of  his  milk  either 
directly  to  his  own  farmers  or  by  a  com¬ 
bination  of  payments  to  his  fanners  and 
to  the  producer-settlement  fund,  he  will 
not  have  any  advantage  in  terms  of  the 
minimum  order  class  prices  on  his  sales 
of  Class  I  milk  in  the  marketing  area. 
His  total  minimum  obligation  for  milk 
will  be  determined  in  exactly  the  same 
manner,  as  if  he  were  a  fully  regulated 
handler. 

Under  this  option,  the  operator  of  the 
nonpool  plant  would  be  required  to  file 
a  complete  report  of  receipts  and  util¬ 
ization.  From  such  reports,  subject  to 
audit,  the  value  of  his  milk  would  be 
computed  at  the  class  prices,  adjusted 
for  location  and  butterfat  content,  in 
the  same  manner  as  for  a  pool  plant. 
From  this  utilization  value  the  market 
administrator  would  subtract  the  pay¬ 
ments  to  the  Grade  A  dairy  farmers  who 
constitute  the  regular  supply  of  milk  for 
the  nonpool  plant  as  verified  from  the 
producer  payroll.  Only  such  payments 
would  be  allowed  as  had  been  made  to 
such  farmers  by  the  25th  day  following 
the  end  of  the  month.  The  payment 
would  be  the  gross  amount  paid  to  such 
farmers  for  milk  at  the  nonpool  plant. 
Bona  fide  deductions  for  supplies  and 
services,  such  as  hauling,  would  be  al¬ 
lowed  as  authorized  by  the  dairy 
farmer. 

Affording  the  latter  option  to  partially 
regulated  nonpool  plants  will  protect 
adequately  the  regulatory  plan  in  this 
market.  There  are  presently  no  plants 
to  which  this  provision  would  apply. 
The  plants  to  which  this  provision  might 
apply  would  be  plants  which  would  have 
utilization  far  below  the  market  average 
or  be  outside  plants  whose  procurement 
area  would  not  overlap  those  of  fully 
regulated  handlers.  The  option  to  pay 
directly  to  dairy  farmers  who  regularly 
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supply  such  nonpool  plants  with  milk  at 
the  full  utilization  value  of  such  milk 
in  accordance  with  the  order,  will  not 
place  the  operators  of  pool  plants  at  a 
competitive  disadvantage  in  the  procure¬ 
ment  of  their  milk  supply.  Also,  under 
the  present  organization  of  the  market, 
there  will  be  no  significant  diversion  of 
the  revenue  derived  from  the  Class  I 
sales  in  the  marketing  area  to  farmers 
only  incidentally  associated  with  the 
market  at  the  expense  of  pool  producers 
of  milk,  for  which  minimum  class  prices 
are  established,  who  are  relied  upon  to 
produce  an  adequate  and  dependable 
supply  of  approved  milk  for  the  market¬ 
ing  area. 

The  assessment  of  administrative  ex¬ 
pense  should  depend  upon  which  option 
is  chosen  by  the  nonpool  distributor. 
If  he  elects  to  pay  the  difference  be¬ 
tween  the  class  prices  on  his  in-area 
sales  he  should  be  required  to  pay  ad¬ 
ministrative  expense  only  on  such  quan¬ 
tities.  If  he  elects  the  payment  based 
on  the  utilization  value  of  his  milk,  he 
should  pay  administrative  expense  on 
his  entire  receipts  of  milk  from  Grade 
A  dairy  farmers  and  any  other  receipts 
allocated  to  Class  I  milk  the  same  as  is 
required  of  pool  handlers.  Obviously, 
the  latter  option  necessitates  as  much 
verification  of  receipts  and  utilization  by 
the  market  administrator  as  is  the  case 
at  a  pool  plant. 

(d)  Distribution  of  the  proceeds  to 
producers — Type  of  pool.  A  marketwide 
equalization  pool  should  be  included  in 
the  order  as  a  means  of  distributing  to 
producers  the  proceeds  from  the  sale  of 
their  milk.  Such  a  pool  will  assure  each 
producer  supplying  the  market  that  he 
will  receive  a  return  based  on  his  pro 
rata  share  of  the  Class  I  sales  of  the 
entire  market.  The  “blend”  price  that 
a  producer  receives  will  depend  on  the 
overall  utilization  of  all  producer  milk 
received  at  the  pool  plants  of  all  regu¬ 
lated  handlers  during  the  month.  Al¬ 
though  each  handler  subject  to  the  order 
will  be  required  to  pay  uniform  prices 
for  producer  milk  in  accordance  with  the 
classification  of  such  milk  pursuant  to 
the  order,  the  minimum  blend  prices 
payable  to  producers  will  be  the  same  for 
all  producers  in  the  market  irrespective 
of  the  use  made  of  such  milk  by  the 
individual  handler. 

The  uniformity  of  payments  to  pro¬ 
ducers  which  is  provided  under  a  market¬ 
wide  pool  permits  a  handler  either  to 
maintain  a  manufacturing  operation  in 
his  plant  to  handle  the  seasonal  and 
daily  reserve  supplies  of  milk  or  to  limit 
the  operation  at  his  plant  to  the  han¬ 
dling  of  milk  for  Class  I  purposes  only, 
without  affecting  the  blend  prices  pay¬ 
able  to  his  producers  as  against  other 
producers  in  the  market.  The  facilities 
in  the  various  plants  in  the  area  for 
handling  producer  milk  which  are  in  ex¬ 
cess  of  that  needed  for  Class  I  purposes 
vary  considerably.  While  a  number  of 
plants  in  the  market  are  exclusively 
Class  I  operations  and  handle  no  sur¬ 
plus  milk,  many  plants  which  would  be 
subject  to  the  order  handle  substantial 
quantities  of  milk  for  manufacturing 
purposes.  Under  these  conditions,  a 
marketwide  pool  in  the  Eastern  Colorado 
marketing  area  will  facilitate  the  mar¬ 


keting  of  producer  milk.  A  marketwide 
pool  will  make  it  possible  for  the  produc¬ 
ers’  association  to  divert  seasonal  reserve 
milk  and  thus  keep  producers  on  the 
market  who  are  needed  to  fulfill  the 
year-round  requirements  of  the  market. 
It  will  assist  also  in  apportioning  among 
all  producers  the  lower  returns  from 
reserve  milk  where  otherwise  this  burden 
would  be  placed  on  individual  groups  of 
producers.  A  marketwide  pool  will 
thereby  contribute  to  market  stability 
and  the  attainment  of  an  adequate  and 
dependable  supply  of  producer  milk. 

Payments  to  producers.  Each  handler 
should  pay  each  producer  for  milk  re¬ 
ceived  from  such  producer,  and  for  which 
payment  is  not  made  to  a  cooperative 
association,  at  not  less  than  the  appli¬ 
cable  uniform  price  by  the  16th  day  after 
the  end  of  each  month.  Since  it  has 
been  the  practice  in  this  area  to 
pay  producers  semi-monthly,  provision 
should  be  made  for  partial  payments  to 
producers  on  or  before  the  last  day  of 
each  month  for  milk  delivered  during 
the  first  15  days  of  such  month  at  not 
less  than  the  Class  n  milk  price  for  the 
preceding  month.  No  adjustment  for 
butterfat  content  should  be  required  on 
such  partial  payment. 

Provision  should  be  made  for  a  co¬ 
operative  association  to  receive  payment 
for  the  producer  milk  which  it  causes  to 
be  delivered  to  a  pool  plant.  The  taking 
of  title  to  milk  of  its  members  and  the 
blending  of  the  proceeds  for  the  sale  of 
such  milk  will  tend  to  promote  the 
orderly  marketing  of  milk  and  will  assist 
a  cooperative  association  in  discharging 
its  responsibility  to  its  members  and  the 
market.  Such  functions  can  be  ac¬ 
complished  more  expediently  if  the  as¬ 
sociation  is  collecting  payments  for  the 
sales  of  members’  milk.  The  Act  pro¬ 
vides  for  the  payment  by  handlers  to 
cooperative  associations  of  producers  for 
milk  delivered  by  them  and  permits  the 
blending  of  all  proceeds  from  the  sale 
of  members’  milk.  The  contracts  with 
their  members  authorize  each  of  the 
principal  cooperatives  in  the  market  to 
collect  payment  for  producer  milk. 
Therefore,  each  handler,  if  requested  by 
such  cooperative  association,  would  pay 
such  association  an  amount  equal  to  the 
sum  of  the  individual  payments  other¬ 
wise  payable  to  such  producers.  Han¬ 
dlers  should  be  required  to  make  such 
payments  to  the  cooperative  association 
on  or  before  the  second  day  prior  to  the 
date  of  payment  required  for  milk  re¬ 
ceived  during  the  first  15  days  of  the 
month  and  the  final  settlement  for  milk 
received  during  the  month. 

At  the  time  final  settlement  is  made 
for  milk  received  from  producers  during 
the  month,  the  handlers  should  be  re¬ 
quired  to  furnish  to  each  producer  (or 
his  cooperative  association)  a  support¬ 
ing  statement.  Such  statement  should 
show  the  pounds  and  butterfat  tests  of 
milk  received  from  such  producer,  the 
rate  of  payment  for  such  milk  and  a  de¬ 
scription  of  any  deductions  claimed  by 
the  handler. 

Each  handler  who  receives  farm  bulk 
tank  milk  at  his  pool  plant  from  a  co¬ 
operative  association  for  which  it  is  the 
handler  on  such  milk  shall  pay  to  the 
cooperative  association  on  or  before  the 


second  day  prior  to  the  date  navm 
are  due  the  individual  producer 
amounts  due  the  cooperative  assnoL- 5 
for  such  milk.  For  milk 
first  15  days  of  the  month  the  - 
due  shall  be  the  quantity 


II  prices  for  the  preceding  month  7 
final  settlement  the  amount  J—  ■  111 


the  quantity  delivered  during  the  nSu5 
at  the  applicable  class  price  less  the  m 
vance  payment.  afl* 

Producer-settlement  fund.  Beca 
all  producers  will  receive  payment  at  Sw 
rate  of  the  marketwide  uniform  m 
each  month  and  because  the  pavmer 
due  from  each  handler  for  producer  im 
at  the  applicable  class  prices  mayt# 
more  or  less  than  he  is  required  to  cav 
directly  to  producers,  a  method  of  equal 
izing  this  difference  is  necessary  i 
producer-settlement  fund  should  be  es¬ 
tablished  for  this  purpose.  A  handier 
whose  obligation  for  producer  milk  re- 
ceived  during  the  month  is  greater  than 
the  amount  he  is  required  to  pay  pro. 
ducers  for  such  milk  at  the  applicable 
uniform  price  would  pay  the  difference 
into  the  producer-settlement  fund,  and 
each  handler  whose  obligation  for  pro. 
ducer  milk  is  less  than  the  applicable 
uniform  price  value  would  receive  pay. 
ment  of  the  difference  from  the  fund 
Provision  for  the  establishment  and 
maintenance  of  the  producer-settlement 
fund  as  set  forth  in  the  attached  order 
is  similar  to  that  contained  in  all  other 
Federal  orders  with  marketwide  pools. 

For  efficient  functioning  of  the  pro¬ 
ducer-settlement  fund  a  reasonable  re¬ 
serve  should  be  set  aside  at  the  end  of 
each  month.  This  is  necessary  to  pro¬ 
vide  for  such  contingencies  as  the  failure 
of  a  handler  to  make  payment  of  his 
monthly  billing  to  the  fund  or  the  pay¬ 
ment  to  a  handler  from  the  fund  by 
reason  of  an  audit  adjustment.  The  re¬ 
serve,  which  would  be  operated  as  a 
revolving  fund  and  adjusted  each  month, 
is  established  in  the  attached  order  at 
not  less  than  four  nor  more  than  five 
cents  per  hundredweight  of  producer 
milk  in  the  pool  for  the  month. 

Compensatory  payments  received  by 
the  market  administrator  from  any 
handler  would  be  deposited  in  the  pro¬ 
ducer-settlement  fund.  Money  thus  de¬ 
posited  would  be  included  in  the  uni¬ 
form  price  computation  and  thereby  be 
distributed  to  all  producers  on  the 
market. 

If  at  any  time  the  balance  of  the 
producer-settlement  fund  is  insufficient 
to  cover  payments  due  to  all  handlers 
from  the  fund,  payments  to  such  han¬ 
dler  would  be  reduced  uniformly  per 
hundredweight  of  milk.  The  handlers 
may  then  reduce  payments  to  producers 
by  an  equivalent  amount.  The  remain¬ 
ing  amounts  due  such  handlers  would  be 
paid  as  soon  as  the  balance  in  the  fund 
becomes  adequate  to  meet  such  pay¬ 
ments,  and  handlers  would  then  com¬ 
plete  payments  to  producers.  In  order 
to  reduce  the  possibility  of  this  occur¬ 
ring,  milk  received  by  any  handler  who 
has  failed  to  make  the  required  pay¬ 
ments  to  the  producer-settlement  fund 
for  the  preceding  month  would  be  elim¬ 
inated  in  the  computation  of  the  uni¬ 
form  price.  i 
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Wednesday,  August  16,  1961 

Other  administrative  provisions,  amendment  made  to  all  milk  orders  in  should  be  assessed,  depending  on  the 
!i«in  other  provisions  are  needed  in  operation  July  30,  1947,  following  the  option  chosen  on  quantities  of  other 
CeI' order  to  carry  out  the  administra-  Secretary’s  decision  of  January  26,  1949  source  milk  disposed  of  as  Class  I  milk 
the  steps  necessary  to  accomplish  the  (14  F.R.  444).  That  decision,  covering  in  the  marketing  area  on  routes  or  on 
rnoses  of  the  proposed  regulation.  the  retention  of  records  and  limitations  the  total  receipts  of  Grade  A  milk  from 
pUTW»$  and  definitions.  In  addition  to  of  claims,  is  equally  applicable  in  this  dairy  farmers  at  the  plant  (not  subject 
definitions  discussed  earlier  in  this  situation  and  is  adopted  as  a  part  of  this  to  administrative  expense  under  another 
Lrision  which  define  the  scope  of  the  decision.  order)  and  other  source  milk  which 

^illation  certain  other  terms  and  defi-  If  a  handler  fails  to  make  the  required  would  be  classified  as  Class  I  if  such 
lions  are  desirable  in  the  interest  of  reports  or  payments,  his  name  should  be  plant  were  a  pool  plant, 
hlevity  and  to  assure  that  each  usage  of  publicly  announced  at  the  discretion  of  The  market  administrator  must  have 
,he  term  implies  the  same  meaning  the  market  administrator.  Such  an-  sufficient  funds  to  enable  him  to  admin - 
throughout  the  order.  nouncement  is  provided  for  by  the  Act,  ister  properly  the  terms  of  the  order. 

Market  administrator.  Provision  is  and  it  is  concluded  that  its  adoption  will  The  Act  provides  that  cost  of  adminis- 
made  for  the  appointment  by  the  Secre-  facilitate  enforcement  of  the  terms  of  tration  shall  be  financed  through  assess- 
*aj-y  of  a  market  administrator  to  ad-  the  order.  ments  on  handlers.  One  of  the  duties 

minister  the  order  and  to  describe  the  Marketing  services.  A  provision  of  the  market  administrator  is  to  verify 
powers  and  duties  essential  to  the  proper  should  be  made  in  the  order  for  per-  the  receipts  and  disposition  of  milk 
functioning  of  his  office.  formance  of  marketing  services  for  pro-  from  all  sources.  Equity  in  sharing  the 

Records  and  reports.  Provisions  are  ducers,  such  as  verifying  the  weights  and  cost  of  administration  of  the  order 
included  in  the  order  which  notify  han-  butterfat  tests  of  producer  milk  and  fur-  among  handlers,  including  nonpool 
dlers  that  they  are  required  to  maintain  nishing  market  information.  These  handlers,  will  be  achieved  by  applying 
adequate  records  of  their  operations  and  services  should  be  provided  by  the  mar-  the  administrative  assessment  in  the 
to  make  the  reports  necessary  to  estab-  ket  administrator  and  the  cost  should  above-described  manner, 
lish  the  proper  classification  and  pricing  be  borne  by  producers  for  whom  the  serv-  in  view  of  the  distances  involved  be- 
of  producer  milk  and  payments  due  pro-  ices  are  performed.  If  a  cooperative  as-  tween  plants  and  the  cost  of  adminis- 
ducers  for  such  milk.  Time  limits  must  sociation  is  performing  such  services  for  tering  orders  in  comparable  markets,  a 
be  prescribed  for  filing  such  reports  and  its  member  producers,  the  market  ad-  maximum  assessment  rate  of  four  cents 
for  making  payments  to  producers,  ministrator  will  accept  this  in  lieu  of  his  per  hundredweight  is  necessary  to  meet 
Dates  must  be  established  for  the  an-  own  service.  the  expenses  of  administration.  Pro¬ 

nouncement  of  prices  by  the  market  Orderly  marketing  will  be  promoted  vision  should  be  made  to  enable  the  Sec- 
administrator.  through  a  marketing  services  program  retary  to  reduce  the  rate  of  assessment 

Handlers  should  maintain  and  make  by  assuring  individual  producers  that  below  the  maximum  rate  without  neces- 
available  to  the  market  administrator  (i)  payments  received  by  them  for  their  sitating  an  amendment  to  the  order 
all  records  and  accounts  of  their  opera-  milk  are  in  accordance  with  the  pricing  whenever  experience  reveals  that  a  lesser 
tions,  including  financial  records,  and  provisions  of  this  order  and  accurately  rate  will  provide  adequate  revenue  to 
such  facilities  he  may  deem  necessary  to  reflect  the  weights  and  tests  of  milk  de-  administer  the  order  properly, 
determine  the  accuracy  of  the  informa-  livered.  Complete  verification  requires  Rulings  on  proposed  findings  and  con - 
tion  submitted  by  the  handler,  and  (ii)  that  butterfat  tests  and  weights  of  in-  elusions.  Briefs  and  proposed  findings 
any  other  information  upon  which  the  dividual  producers’  deliveries  as  reported  and  conclusions  were  filed  on  behalf  of 
classification  of  producer  milk  depends,  by  the  handler  are  proved  to  be  accurate,  certain  interested  parties.  These  briefs. 
Hie  market  administrator,  likewise,  must  Dissemination  of  current  market  in-  proposed  findings  and  conclusions,  and 
be  permitted  to  check  the  accuracy  of  formation  to  all  producers  will  promote  the  evidence  in  the  record  were  consid- 
weights  and  tests  of  milk  and  milk  efficiency  in  the  production,  utilization  ered  in  making  the  findings  and  con- 
products  received  and  handled,  and  to  and  marketing  of  milk  and  should  be  in-  elusions  set  forth  above.  To  the  extent 
verify  all  payments  required  under  the  eluded  in  the  order  as  an  additional  that  the  suggested  findings  and  con- 
order.  phase  of  the  marketing  services  program,  elusions  filed  by  interested  parties  are 

There  may  be  instances  in  which  a  A  maximum  deduction  of  five  cents  inconsistent  with  the  findings  and  con- 
handler  fails  to  report  all  receipts  and/or  per  hundredweight  should  enable  the  elusions  set  forth  herein,  the  requests 
sales  of  milk.  In  such  cases,  it  is  neces-  market  administrator  to  perform  the  to  make  such  findings  or  to  reach  such 
sary  for  the  market  administrator  to  have  various  marketing  services  for  pro-  conclusions  are  denied  for  the  reasons 
access  to  the  financial  as  well  as  other  ducers.  This  deduction  will  apply  only  previously  stated  in  this  decision, 
pertinent  records  as  a  means  of  discover-  to  receipts  of  milk  from  those  pro-  General  findings,  (a)  The  proposed 
ing  omissions  or  inaccuracies  in  account-  ducers  for  whom  he  renders  marketing  marketing  agreement  and  order  and  all 
ing  for  milk  under  the  order.  The  proper  services.  If  experience  demonstrates  of  the  terms  and  conditions  thereof,  will 
accounting  for  milk  is  an  essential  fea-  that  marketing  services  can  be  per-  tend  to  effectuate  the  declared  policy 
ture  of  an  order;  thus,  it  is  necessary  formed  at  a  lesser  rate,  provision  is  of  the  Act; 

that  the  market  administrator  have  ac-  made  for  the  Secretary  to  adjust  the  (b)  The  parity  prices  of  milk  as  de- 
cess  to  any  and  all  records  which  may  be  rate  downward  without  the  necessity  of  termined  pursuant  to  section  2  of  the 
required  for  him  to  perform  his  duty  a  hearing.  Act  are  not  reasonable  in  view  of  the 

properly.  Broad  authority  is  granted,  in  Any  cooperative  association  of  pro-  price  of  feeds,  available  supplies  of  feeds, 
this  respect,  under  the  Agricultural  Mar-  ducers  performing  marketing  services  and  other  economic  conditions  which 
keting  Agreement  Act  of  1937,  as  for  its  producer-members  shall  receive  affect  market  supply  and  demand  for 
amended.  such  deductions  as  the  membership  milk  in  the  marketing  area,  and  the 

It  is  necessary  that  handlers  retain  agreement  authorizes,  in  lieu  of  the  de-  minimum  prices  specified  in  the  proposed 
records  to  prove  the  utilization  of  the  duction  from  payments  made  to  non-  marketing  agreement  and  the  order  are 
milk  received  from  producers  and  proper  member  producers.  such  prices  as  will  reflect  the  aforesaid 

payment  thereof.  Since  the  books  of  Expense  of  administration.  Each  factors,  insure  a  sufficient  quantity  of 
all  handlers  associated  with  the  market  handler  operating  a  pool  plant  should  pure  and  wholesome  milk,  and  be  in  pub- 
cannot  be  audited  immediately  after  the  be  required  to  pay  the  market  adminis-  lie  interest ;  and 

milk  has  been  delivered  to  a  plant,  it  is  trator  as  his  pro  rata  share  of  the  cost  (c)  The  proposed  marketing  agree- 
necessary  that  such  records  be  kept  for  of  administering  the  order  not  more  than  ment  and  order  will  regulate  the  han- 
a  reasonable  period  of  time.  The  order  four  cents  per  hundredweight,  or  such  dling  of  milk  in  the  same  manner  as,  and 
should  provide,  however,  for  specific  lim-  lesser  amount  as  the  Secretary  may  pre-  will  be  applicable  to  persons  in  the  re- 
itations  of  the  time  that  handlers  shall  scribe,  on  (1)  producer  milk,  and  (2)  spective  classes  of  industrial  and  com¬ 
be  required  to  retain  their  books  and  rec-  other  source  milk  which  is  classified  as  mercial  activity  specified  in,  a  marketing 
ords  and  of  the  period  of  time  in  which  Class  I,  except  other  source  milk  sub-  agreement  upon  which  a  hearing  has 
obligations  under  the  order  should  ter-  ject  to  an  expense  of  administration  as-  been  held. 

minate.  Provision  made  in  this  regard  sessment  under  another  Federal  order.  Rulings  on  exceptions.  In  arriving  at 
is  identical  in  principle  w'ith  the  general  Handlers  operating  nonpool  plants  the  findings  and  conclusions,  and  the 
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regulatory  provisions  of  this  decision, 
each  of  the  exceptions  received  was 
carefully  and  fully  considered  in  con¬ 
junction  with  the  record  evidence  per¬ 
taining  thereto.  To  the  extent  that  the 
findings  and  conclusions,  and  the  regu¬ 
latory  provisions  of  this  decision  are  at 
variance  with  any  of  the  exceptions, 
such  exceptions  are  hereby  overruled  for 
the  reasons  previously  stated  in  this 
decision. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof 
are  two  documents  entitled,  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Eastern  Colo¬ 
rado  Marketing  Area”,  and  “Order  Reg¬ 
ulating  the  Handling  of  Milk  in  the 
Eastern  Colorado  Marketing  Area”, 
which  have  been  decided  upon  as  the 
detailed  and  appropriate  means  of  effec¬ 
tuating  the  foregoing  conclusions. 

It  is  hereby  ordered,  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached  or¬ 
der  which  will  be  published  with  this 
decision. 

Referendum  Order;  Determination  of 
Representative  Period;  and  Designa¬ 
tion  of  Referendum  Agent 

It  is  hereby  directed  that  a  referen¬ 
dum  be  conducted  among  producers  to 
determine  whether  the  issuance  of  the 
attached  order  regulating  the  handling 
of  milk  in  the  Eastern  Colorado  market¬ 
ing  area,  is  approved  or  favored  by  the 
producers,  as  defined  under  the  terms  of 
the  proposed  order,  and  who,  during  the 
representative  period,  were  engaged  in 
the  production  of  milk  for  sale  within 
the  aforesaid  marketing  area. 

The  month  of  June  1961  is  hereby  de¬ 
termined  to  be  the  representative  period 
for  the  conduct  of  such  referendum. 

A.  T.  Radigan  is  hereby  designated 
agent  of  the  Secretary  to  conduct  such 
referendum  in  accordance  with  the  pro¬ 
cedure  for  the  conduct  of  referenda  to 
determine  producer  approval  of  milk 
marketing  orders  (15  F.R.  5177),  such 
referendum  to  be  completed  on  or  before 
the  30th  day  from  the  date  this  decision 
is  issued. 

Signed  at  Washington,  D.C.,  on  Au¬ 
gust  11,  1961. 

Orville  L.  Freeman, 

Secretary. 

Order 1  Regulating  the  Handling  of  Milk 
in  the  Eastern  Colorado  Marketing 
Area 

Sec. 

901.0  Findings  and  determinations. 

Definitions 

901.1  Act. 

901.2  Department. 

901.3  Secretary. 

901.4  Person. 

901.5  Cooperative  association. 

901.6  Eastern  Colorado  marketing  area. 

1  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  $  900.14  of 
the  rules  of  practice  and  procedure  govern¬ 
ing  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 


Pool  plant. 

Nonpool  plant. 

Handler. 

Producer. 
Producer-handler. 
Producer  milk. 

Other  source  milk. 

Fluid  milk  product. 
Route. 

Market  Administrator 


ments  and  marketing  orders  (7 
Part  900),  a  public  hearing  wash 
upon  a  proposed  marketing  agreem 
and  a  proposed  order  regulating  tw®1 
dling  of  milk  in  the  Eastern  Colo™ 
marketing  area.  Upon  the  basis  of  t!° 
evidence  introduced  at  such  heart 


901.20  Designation. 

901.21  Powers. 

901.22  Duties. 

Reports,  Records,  and  Facilities 

901.30  Reports  of  receipts  and  utilization. 

901.31  PayroU  reports. 

901.32  Other  reports. 

901.33  Records  and  facilities. 

901.34  Retention  of  records. 

Classification 

901.40  Skim  milk  and  butterfat  to  be 

classified. 

901.41  Classes  of  utilization. 

901.42  Shrinkage. 

901.43  Responsibility  of  handlers  and  re¬ 

classification  of  milk. 

901.44  Transfers. 

901.45  Computation  of  skim  milk  and  but¬ 

terfat  in  each  class. 

901.46  Allocation  of  skim  milk  and  butter- 

fat  classified. 

Minimum  Prices 

901.50  Basic  formula  price. 

901.51  Class  prices. 

901.52  Location  differentials  to  handlers. 

901.53  Butterfat  differentials  to  handlers. 

901.54  Use  of  equivalent  prices. 

Application  of  Provisions 

901.60  Producer -handler. 

901.61  Plants  subject  to  another  Federal 

order. 

901.62  Handler  operating  a  nonpool  plant. 
Determination  of  Uniform  Price 

901.70  Computation  of  the  value  of  milk 

for  each  handler. 

901.71  Computation  of  the  uniform  price. 

901.72  Notification  of  handlers. 

Payments 

901.80  Payment  to  producers. 

901.81  Location  differential  to  producers. 

901.82  Butterfat  differential  to  producers. 

901 .83  Producer-settlement  fund. 

901.84  Payments  to  the  producer-settle¬ 

ment  fund. 

901.85  Payments  out  of  the  producer- 

settlement  fund. 

901 .86  Adjustment  of  accounts. 

901.87  Marketing  services. 

901.88  Expense  of  administration. 

901.89  Termination  of  obligation. 

Effective  Time,  Suspension,  or  Termination 

901.90  Effective  time. 

901.91  Suspension  or  termination. 

901.92  Continuing  obligations. 

901.93  Liquidation. 

Miscellaneous  Provisions 

901.100  Agents. 

901.101  Separability  of  provisions. 

Authority:  §§  901.0  to  901.101  issued  under 
secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674. 

§  901.0  Findings  and  determinations. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  govern¬ 
ing  the  formulation  of  marketing  agree- 


and  the  record  thereof,  it  is  found th* 

(1)  The  said  order,  and  all  0fu!; 
terms  and  conditions  thereof,  will  ten 
to  effectuate  the  declared  policy 
Act; 

(2)  The  parity  prices  of  milk  as 
termined  pursuant  to  section  2  of  the  Art 
are  not  reasonable  in  view  of  the  nrk* 
of  feeds,  available  supplies  of  feeds  sad 
other  economic  conditions  which  aft*, 
market  supply  and  demand  for  miik  in 
the  said  marketing  area,  and  the  miiT 
mum  prices  specified  in  the  order  are 
such  prices  as  will  reflect  the  aforesaid 
factors,  insure  a  sufficient  quantity  of 
pure  and  wholesome  milk  and  be  in  the 
public  interest; 

(3)  The  said  order  regulates  the  han- 
dling  of  milk  in  the  same  maimer  as,  and 
is  applicable  only  to  persons  in  the  re. 
spective  classes  of  industrial  or  commer. 
cial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held; 

(4)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  this  or. 
der,  are  in  the  current  of  interstate 
commerce  or  directly  burden,  obstruct, 
or  affect  interstate  commerce  in  milk  or 
its  products;  and 

(5)  It  is  hereby  found  that  the  nee- 
essary  expense  of  the  market  adminis- 
trator  for  the  maintenance  and  func¬ 
tioning  of  such  agency  will  require  the 
payment  by  each  handler,  as  his  pro 
rata  share  of  such  expense,  4  cents  per 
hundredweight  or  such  amount  not  to 
exceed  4  cents  per  hundredweight  as  the 
Secretary  may  prescribe,  with  respect  to 
(a)  all  milk  received  from  producers,  in¬ 
cluding  such  handler’s  own  farm  pro- 
duction,  (b)  other  source  milk  at  a  pool 
plant  and  allocated  to  Class  I,  and  (e) 
the  quantities  of  milk  at  the  plants  o! 
handlers  operating  nonpool  plants  u 
specified  in  §  901.62(a)  (2)  and  (b)  (2). 

Order  relative  to  handling.  It  it 
therefore  ordered,  that  on  and  after  the 
effective  date  hereof,  the  handling  d 
milk  in  the  Eastern  Colorado  marketing 
area  shall  be  in  conformity  to,  and  in 
compliance  with,  the  following  terms 
and  conditions; 


Definitions 

§  901.1  Act. 

“Act”  means  Public  Act  No.  10,  73d 
Congress,  as  amended,  and  as  re-enacted 
and  amended  by  the  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  US.C. 
601  et  seq.). 

§  901.2  Department. 

“Department”  means  the  Department 
of  Agriculture. 

§  901.3  Secretary. 

“Secretary”  means  the  Secretary  of 
Agriculture  of  the  United  States  or  anj 
officer  or  employee  of  the  United  States 
authorized  to  exercise  the  powers  and 
to  perform  the  duties  of  Secretary  of 
Agriculture. 
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c90M  Person. 

-person”  means  any  individual,  part- 
hin  corporation,  association  or  any 

££iU«* 

^  901.5  Cooperative  association. 

rooperative  association”  means  any 
Iprative  marketing  association  of 
producers  which  the  Secretary  deter- 

To  be  qualified  -under  the  provi¬ 
des  of  the  Act  of  Congress  of  February 
18  1922,  as  amended,  known  as  the 
“raDoer -Volstead  Act  , 

(b)  To  have  full  authority  in  the  sale 
nf  milk  of  its  members;  and 

(c)  To  be  engaged  in  making  collec¬ 
tive  sales,  or  marketing  milk  or  its  prod¬ 
ucts  for  its  members. 

§901.6  Eastern  Colorado  marketing 
area. 

“Eastern  Colorado  marketing  area” 
hereinafter  called  the  “marketing  area” 
means  all  the  territory  within  the  peri¬ 
metric  boundaries  of  the  counties  of 
Adams,  Arapahoe,  Boulder,  Cheyenne, 
Clear  Creek,  Denver,  Douglas,  Elbert, 
Gilpin,  Jefferson,  Kit  Carson,  Larimer, 
Lincoln,  Logan,  Morgan,  Park,  Phillips, 
Sedgwick,  Washington,  Weld  and  Yuma, 
all  in  the  State  of  Colorado. 

§  901.7  Pool  plant. 

“Pool  plant”  means  any  plant  meet¬ 
ing  the  conditions  of  paragraph  (a)  or 

(b)  of  this  section  except  the  plant  of 
a  producer-handler  or  the  plant  of  a 
handler  exempt  pursuant  to  §  901.61.  If 
a  portion  of  a  plant  is  physically 
separated  from  the  Grade  A  portion  of 
such  plant,  is  operated  separately  and 
is  not  approved  by  any  health  authority 
for  the  receiving,  processing  or  pack¬ 
aging  of  any  fluid  milk  products  for 
Grade  A  disposition,  it  shall  not  be  con¬ 
sidered  as  part  of  a  pool  plant  pursuant 
to  this  section. 

(a)  Any  plant,  hereinafter  referred  to 
as  a  “distributing  pool  plant”,  in 
which  during  the  month  fluid  milk  prod¬ 
ucts  are  processed  and  packaged  and 


from  which  (1)  an  amount  equal  to  50 
percent  or  more  of  the  total  receipts  of 
Grade  A  milk  from  dairy  farmers,  pool 
supply  plants  (including  also  any  supply 
plant  whose  shipments  to  this  and 
other  pool  distributing  plants  are  50  per¬ 
cent  or  more  of  its  dairy  farm  supply  of 
Grade  A  milk)  and  cooperative  associa¬ 
tions  pursuant  to  §  901.9(d)  is  disposed 
of  as  fluid  milk  products  on  routes,  and 
(2)  20  percent  or  more  of  such  disposi¬ 
tion  is  on  routes  in  the  marketing  area ; 
and 


(b)  Aiiy  plant,  hereinafter  referred 
to  as  a  “supply  pool  plant”  from  which 
50  percent  of  its  dairy  farm  supply  of 
Grade  A  milk  is  moved  to  distributing 
pool  plant(s) .  Any  supply  plant  which 
has  qualified  as  a  pool  plant  in  each  of 
the  months  of  September  through  Feb¬ 
ruary  (or  for  such  of  the  months  of  Sep¬ 
tember  1961  through  February  1962  as 
this  section  is  in  effect)  shall  be  a  pool 
plant  in  each  of  the  following  months  of 
March  through  August  unless  written 
request  for  nonpool  status  for  any  such 
month (s)  is  furnished  in  advance  to  the 
market  administrator.  A  plant  with¬ 
drawn  from  supply  pool  plant  status 
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may  not  be  reinstated  for  any  subse¬ 
quent  month  of  March  through  August 
unless  it  fulfills  the  shipping  require¬ 
ments  of  this  paragraph  for  such  month. 

§  901.8  Non  pool  plant. 

“Nonpool  plant”  means  any  milk  re¬ 
ceiving,  manufacturing,  or  processing 
plant  other  than  a  pool  plant. 

§  901.9  Handler. 

“Handler”  means; 

(a)  Any  person  in  his  capacity  as  the 
operator  of  a  pool  plant; 

(b)  Any  person  who  operates  a  non- 
pool  plant  from  which  fluid  milk  products 
are  disposed  of  on  routes  in  the  market¬ 
ing  area; 

(c)  A  cooperative  association  with  re¬ 
spect  to  the  milk  of  its  member  producers 
which  is  diverted  from  a  pool  plant  to  a 
nonpool  plant  for  the  account  of  such  co¬ 
operative  association;  or 

(d)  A  cooperative  association  with  re¬ 
spect  to  the  milk  of  its  member  producers 
which  is  received  from  the  farm  for  de¬ 
livery  to  the  pool  plant  of  another  han¬ 
dler  in  a  tank  truck  owned  and  operated 
by  or  under  contract  to  such  cooperative 
association,  if  the  cooperative  association 
notifies  the  market  administrator  and 
the  operator  of  the  pool  plant  to  whom 
the  milk  is  delivered  in  writing  prior  to 
the  first  day  of  the  month  in  which  the 
milk  is  delivered,  that  it  elects  to  be  the 
handler  for  all  such  milk. 

§  901.10  Producer. 

“Producer”  means  any  person,  other 
than  a  producer-handler  or  a  dairy 
farmer  with  respect  to  milk  which  quali¬ 
fies  as  producer  milk  under  another 
Federal  order  issued  pursuant  to  the 
Act,  who  produces  milk  eligible  for  dis¬ 
tribution  as  Grade  A  milk  in  compliance 
with  the  fluid  milk  product  requirements 
of  a  duly  constituted  health  authority, 
whose  milk  is: 

(a)  Received  at  a  pool  plant;  or 

(b)  Diverted  from  a  pool  plant  to  a 
nonpool  plant  for  the  account  of  the 
handler  operating  a  pool  plant  or  of  a 
cooperative  association,  subject  to  the 
following  conditions: 

(1)  The  days  of  production  of  such 
person  for  which  milk  is  diverted  during 
the  month  shall  not  exceed  the  days  of 
production  for  which  milk  is  received 
at  a  pool  plant.  Such  person  will  not 
be  considered  a  producer  for  the  days 
diverted  which  are  in  excess  of  the  pro¬ 
duction  days  delivered  to  a  pool  plant; 

(2)  For  the  purposes  of  the  require¬ 
ments  of  §  901.7,  milk  diverted  for  the 
account  of  the  operator  of  a  pool  plant 
shall  be  included  in  the  receipts  of  the 
pool  plant  from  which  diverted;  and 

(3)  For  purposes  of  location  adjust¬ 
ments  pursuant  to  §§  901.52  and  901.81, 
milk  diverted  to  a  nonpool  plant  shall 
be  considered  to  have  been  received  at 
the  location  of  the  nonpool  plant  to 
which  diverted. 

§  901.11  Producer-handler. 

“Producer-handler”  means  any  person 
who  operates  a  dairy  farm  and  a  milk 
processing  plant  which  distributes  fluid 
milk  products  on  routes  in  the  market¬ 
ing  area  and  who  receives  no  fluid  milk 
products  during  the  month  from  dairy 


farmers  or  any  other  source  except  by 
transfer  from  a  pool  plant.  Such  person 
must  provide  proof  satisfactory  to  the 
market  administrator  that  the  care  and 
management  of  all  the  dairy  animals 
and  other  resources  necessary  to  pro¬ 
duce  the  entire  volume  of  fluid  milk 
products  (excluding  transfers  from  pool 
plants)  and  the  operation  of  the  process¬ 
ing  and  distribution  business  is  the  per¬ 
sonal  enterprise  of  and  at  the  personal 
risk  of  such  person. 

§  901.12  Producer  milk. 

“Producer  milk”  means  all  skim  milk 
and  butterfat  in  milk  produced  by  a 
producer: 

(a)  With  respect  to  receipts  at  a  pool 
plant  for  which  the  handler  operating 
such  plant  is  to  be  responsible  pursuant 
to  §  901.70: 

(1)  Received  directly  from  such  pro¬ 
ducer;  and 

(2)  Diverted  from  such  pool  plant  to 
a  nonpool  plant  for  the  account  of  the 
operator  of  the  pool  plant,  subject  to  the 
limitations  and  conditions  provided  in 
§901.10;  and 

(b)  With  respect  to  the  additional  re¬ 
ceipts  of  a  cooperative  association: 

(1)  For  which  the  cooperative  asso¬ 
ciation  is  the  handler  pursuant  to  §  901.- 
9(c),  subject  to  the  limitations  and  con¬ 
ditions  provided  in  §  901.10;  and 

(2)  For  which  the  cooperative  associa¬ 
tion  is  the  handler  pursuant  to  §  901.9 

(d). 

§  901.13  Other  source  milk. 

“Other  source  milk”  means  all  the 
skim  milk  and  butterfat  contained  in: 

(a)  Receipts  during  the  month  of  fluid 
milk  products  from  any  source  except  (1) 
producer  milk;  (2)  receipts  from  other 
pool  plants;  and  (3)  receipts  from  a  co¬ 
operative  association  pursuant  to  §  901.- 
9(d) ;  and 

(b)  Products,  other  than  fluid  milk 
products,  from  any  source  (including 
those  produced  at  the  plant)  which  are 
reprocessed  or  converted  to  another 
product  in  the  plant  during  the  month, 
and  any  disappearance  of  nonfluid  milk 
products  not  otherwise  accounted  for 
pursuant  to  §  901.33. 

§  901.14  Fluid  milk  product. 

“Fluid  milk  product”  means  milk,  skim 
milk,  buttermilk,  flavored  milk,  flavored 
milk  drinks,  concentrated  milk,  reconsti¬ 
tuted  milk  or  skim  milk,  fortified  milk  or 
skim  milk  (including  “diet”  foods), 
cream  (sweet  or  sour),  half  and  half, 
or  any  mixture  in  fluid  form  of  milk  or 
skim  milk  and  cream  (except  ice  cream 
mix,  frozen  dessert  mix,  aerated  cream, 
eggnog,  cultured  sour  mixtures  to  which 
cheese  or  any  food  substance  other  than 
a  milk  product  has  been  added  in  an 
amount  not  less  than  three  percent  by 
weight  of  the  finished  product),  which 
are  neither  sterilized  or  in  hermetically 
sealed  containers. 

§  901.15  Route. 

“Route”  means  any  delivery  to  retail  or 
wholesale  outlets  (including  a  delivery 
by  a  vendor  or  a  sale  from  a  plant  or 
plant  store)  of  any  fluid  milk  product, 
other  than  a  delivery  in  bulk  to  a  pool 
plant  or  nonpool  plant. 
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RULES  AND  REGULATIONS 


Market  Administrator 
§  901.20  Designation. 

The  agency  for  the  administration  of 
this  part  shall  be  a  market  administrator, 
selected  by  the  Secretary,  who  shall  be 
entitled  to  such  compensation  as  may  be 
determined  by,  and  shall  be  subject  to 
removal  at,  the  discretion  of  the  Secre¬ 
tary. 

§  901.21  Powers. 

The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part: 

(a)  To  administer  its  terms  and  pro¬ 
visions; 

(b)  To  receive,  investigate,  and  report 
to  the  Secretary  complaints  of  violations; 

(c)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions;  and 

(d)  To  recommend  amendments  to 
the  Secretary. 

§  901.22  Duties. 

The  market  administrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  part, 
including  but  not  limited  to,  the  follow¬ 
ing: 

(a)  Within  45  days  following  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond,  effective  as  of  the 
date  on  which  he  enters  upon  his  duties; 
in  an  amount  and  with  surety  thereon 
satisfactory  to  the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  the  terms  and 
provisions  of  this  part; 

(c)  Obtain  a  bond  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  out  of  the  funds  received  by 
§  901.88,  the  cost  of  his  bond  and  those 
of  his  employees,  his  own  compensation, 
and  all  other  expenses  (except  those  in¬ 
curred  under  §  901.87)  necessarily  in¬ 
curred  by  him  in  the  maintenance  and 
functioning  of  his  office  and  in  the  per¬ 
formance  of  his  duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  part,  and,  upon  request 
by  the  Secretary,  surrender  the  same  to 
such  other  person  as  the  Secretary  may 
designate; 

(f)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  requested  by  the  Secretary; 

(g)  Verify  all  reports  and  payments  of 
each  handler,  by  audit  of  such  handler’s 
records  and  the  records  of  any  other 
handler  or  person  upon  whose  utiliza¬ 
tion  the  classification  of  skim  milk  and 
butterfat  for  such  handler  depends;  and 
by  such  other  means  as  are  necessary; 

(h)  Publicly  announce,  at  his  discre¬ 
tion,  unless  otherwise  directed  by  the 
Secretary,  by  posting  in  a  conspicuous 
place  in  his  office  and  by  such  other 
means  as  he  deems  appropriate,  the 
name  of  any  person  who,  within  ten  days 
after  the  date  upon  which  he  is  required 
to  perform  such  acts,  has  not  made  (1) 
reports  pursuant  to  §  901.30  and  §  901.31; 


or  (2)  payments  pursuant  to  §  901.80 
through  §  901.88; 

(i)  Publicly  announce  by  posting  in  a 
conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  ap¬ 
propriate,  and  mail  to  each  handler  at 
his  last  known  address,  the  prices  de¬ 
termined  for  each  month  as  follows: 

(1)  On  or  before  the  6th  day  of  each 
month,  the  Class  I  price  and  Class  I 
butterfat  differential  for  the  month, 
computed  pursuant  to  §§901. 5 1(a)  and 
901.53(a),  respectively; 

(2)  On  or  before  the  6th  day  of  each 
month,  the  Class  II  price  and  Class  II 
butterfat  differential  for  the  preceding 
month,  computed  pursuant  to  §§901.51 

(b)  and  901.53(b) ,  respectively;  and 

(3)  On  or  before  the  11th  day  of  each 
month,  the  uniform  price  for  producer 
milk  computed  pursuant  to  §  901.71,  and 
the  butterfat  differential  computed  pur¬ 
suant  to  §  901.82,  for  the  preceding 
month; 

(j)  On  or  before  the  12th  day  after 
the  end  of  each  month,  report  to  each 
cooperative  association  which  so  requests 
the  amount  and  class  utilization  of  pro¬ 
ducer  milk  delivered  by  members  of  such 
association  to  each  handler  receiving 
such  milk.  For  the  purpose  of  this  re¬ 
port,  the  milk  so  received  shall  be  pro¬ 
rated  to  each  class  in  accordance  with 
the  total  utilization  of  producer  milk  by 
such  handler;  and 

(k)  Prepare  and  make  available  for 
the  benefit  of  producers,  consumers,  and 
handlers,  such  general  statistics  and 
such  information  concerning  the  opera¬ 
tions  hereof  as  are  appropriate  to  the 
purpose  and  functioning  of  this  part  and 
which  do  not  reveal  confidential  infor¬ 
mation. 

Reports,  Records,  and  Facilities 

§  901.30  Reports  of  receipts  and  utiliza¬ 
tion. 

By  mailing  on  or  before  the  5th  day 
after  the  end  of  each  month,  or  by  deliv¬ 
ering  not  later  than  the  7th  day  after 
the  end  of  the  month,  each  handler  ex¬ 
cept  a  producer-handler  or  a  handler 
making  payments  pursuant  to  §  901.62 

(b),  shall  report  for  each  of  his  plants 
to  the  market  administrator  in  the  detail 
and  on  forms  prescribed  by  the  market 
administrator  as  follows: 

(a)  The  receipts  of  producer  milk  at 
each  plant  from  each  producer,  the  aver¬ 
age  butterfat  test,  and  the  pounds  of 
butterfat  contained  therein  and,  in  the 
case  of  a  nonpool  plant,  the  same  infor¬ 
mation  with  respect  to  receipts  of  milk 
from  approved  dairy  farmers; 

(b)  The  quantities  of  skim  milk  and 
butterfat  contained  in  (or  used  in  the 
production  of)  fluid  milk  products  re¬ 
ceived  from  other  handlers; 

(c)  The  quantities  of  skim  milk  and 
butterfat  contained  in  receipts  of  other 
source  milk; 

(d)  The  pounds  of  skim  milk  and  but¬ 
terfat  contained  in  all  fluid  milk  prod¬ 
ucts  on  hand  at  the  beginning  and  at 
the  end  of  the  month; 

(e)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  this  section ;  and 

(f)  Such  other  information  with  re¬ 
spect  to  receipts  and  utilization  as  the 
market  administrator  may  prescribe. 


§  901.31  Payroll  reports. 


On  or  before  the  23d  day  0f 
month,  each  handler  except  a  prod^ 
handler  or  a  handler  making 
pursuant  to  §  901.62(b),  shall  subm?5 
the  market  administrator  his  payroH  f 
receipts  of  milk  during  the  Drerir 
month  which  shall  show:  ^ 

(a)  The  total  pounds  of  milk  the 
erage  butterfat  test  thereof,  and  tt! 
pounds  of  butterfat  received  from  JS 
producer  and  cooperative  associate? 

(b)  The  amount  of  payment  to  eai 
producer  and  cooperative 
and 


(c)  The  nature  and  amount  of  an* 
deductions  or  charges  involved  in  <^1 
payments. 


§  901.32  Ollier  reports. 


Each  producer-handler,  each  handler 
required  to  report  pursuant  to  §  90i 
and  each  handler  making  payments  pm 
suant  to  §  901.62(b)  shall  make  reports 
to  the  market  administrator  at  such  time 
and  in  such  manner  as  the  market  ad- 
ministrator  may  prescribe. 


§  901.33  Records  and  facilities. 


Each  handler  shall  maintain  and  make 
available  to  the  market  administrator 
during  the  usual  hours  of  business  such 
accounts  and  records  of  his  operations 
and  such  facilities  as  are  necessary  for 
the  market  administrator  to  verify  or 
establish  the  correct  data  with  respect 
to: 

(a)  The  receipts  and  utilization  of  all 
skim  milk  and  butterfat  handled  in  any 
form; 

(b)  The  weights  and  tests  for  butter¬ 
fat  and  other  content  of  all  products 
handled; 

(c)  The  pounds  of  skim  milk  and 
butterfat  contained  in  or  represented  by 
all  items  of  products  on  hand  at  the  be¬ 
ginning  and  end  of  each  month;  and 

(d)  Payments  to  producers,  including 
any  deductions,  and  the  disbursement  of 
money  so  deducted. 


§  901.34  Retention  of  records. 


All  books  and  records  required  under 
this  order  to  be  made  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  three 
years  to  begin  at  the  end  of  the  month 
to  which  such  books  and  records  pertain. 
Provided,  That  if,  within  such  three- 
year  period,  the  market  administrator 
notifies  the  handler  in  writing  that  the 
retention  of  such  books  and  records,  or 
of  specified  books  and  records,  is  neces¬ 
sary  in  connection  with  a  proceeding 
under  section  8c(15)  (A)  of  the  Acton 
court  action  specified  in  such  notice,  the 
handler  shall  retain  such  books  and  rec- 
ords,  or  specified  books  and  records,  until 
further  written  notification  from  the 
market  administrator.  In  either  case, 
the  market  administrator  shall  give  fur¬ 
ther  notification  to  the  handler  promptly 
upon  the  termination  of  the  litigation  or 
when  the  records  are  no  longer  necessary 
in  connection  therewith. 
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Classification 

§  901.40  Skim  milk  and  butterfat  to  be 
classified. 

All  skim  milk  and  butterfat  at  each 
pool  plant  which  is  required  to  be  re- 
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pursuant  to  §  901.30  shall  be 
PiaaH  by  the  market  administrator 
clasS  to  the  provisions  of  §§  901.41 
purS*i2h  901.46-  If  any  of  the  water  con- 
m  the  milk  from  which  a  product 
is  removed  before  the  product  is 
or  disposed  of  by  a  handler,  the 
U  nds  of  skim  milk  used  or  disposed  of 
P°“,“u  product  shall  be  considered  to  be 
^  Amount  equivalent  to  the  nonfat  milk 
^ids  contained  in  such  product,  plus  all 
[Je  water  originally  associated  with  such 


g  901.41  Qasses  of  utilization. 

subject  to  the  conditions  set  forth  in 
<<  90142  through  901.46,  the  classes  of 
utilization  shall  be  as  follows: 

U  Oa)  Class  I  milk.  Class  I  milk  shall 
he  all  skim  milk  and  butterfat: 

(1)  Disposed  of  in  the  form  of  a  fluid 

milk  product  except: 

(1)  Any  products  fortified  with  added 
nonfat  milk  solids  shall  be  Class  I  in  an 
amount  equal  only  to  the  weight  of  an 
wUal  volume  of  milk,  skim  milk,  or 
cream  of  the  same  butterfat  content; 
and 

(li)  As  classified  pursuant  to  para¬ 
graph  (b)  (2),  (3)  and  (5)  of  this  sec¬ 
tion;  or 

(2)  Not  specifically  accounted  for  as 
Class  n  utilization. 

(b)  Class  II  milk.  Class  II  milk  shall 
be  all  skim  milk  and  butterfat : 

(1)  Used  to  produce  any  product  other 
than  a  fluid  milk  product ; 

(2)  Disposed  of  as  livestock  feed; 

(3)  In  skim  milk  dumped  after  prior 
notification  to  and  opportunity  for  ver¬ 
ification  by  the  market  administrator; 

(4)  The  weight  of  skim  milk  in  fluid 
milk  products  which  is  excepted  from 
Class  I  milk  pursuant  to  paragraph  (a) 
(1)  (i)  of  this  section; 

(5)  Disposed  of  in  fluid  milk  products 
in  bulk  form  to  any  commercial  food 
processing  establishiment  for  use  in  food 
products  prepared  for  consumption  off 
the  premises; 

(6)  In  inventory  of  fluid  milk  products 
on  hand  at  the  end  of  the  month; 

(7)  In  shrinkage  of  skim  milk  and  but¬ 
terfat,  respectively,  not  to  exceed  the 
following: 

(i)  Two  percent  of  receipts  of  pro¬ 
ducer  milk  described  in  §  901.12(a)  (1) ; 
plus 

(ii)  1.5  percent  of  receipts  from  a  co¬ 
operative  association  in  its  capacity  as 
a  handler  pursuant  to  §  901.9(d),  except 
that  if  the  handler  operating  the  pool 
plant  files  with  the  market  administra¬ 
tor  notice  that  he  is  purchasing  such 
milk  on  the  basis  of  farm  weights  deter¬ 
mined  by  farm  bulk  tank  calibrations, 
the  applicable  percentage  shall  be  two 
percent;  plus 

(iii)  1.5  percent  of  receipts  in  bulk 
tank  lots  from  other  pool  plants;  less 

(iv)  1.5  percent  of  disposition  in  bulk 
tank  lots  to  other  milk  plants;  and  plus 

(v)  0.5  percent  of  receipts  of  producer 
milk  by  a  cooperative  association  which 
is  the  handler  pursuant  to  §  901.9(d), 
unless  the  exception  provided  in  §  901.41 
<b)  (7)  (ii)  applies;  and 

(8)  In  shrinkage  allocated  to  receipts 
of  other  source  milk. 
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§  901.42  Shrinkage. 

The  market  administrator  shall  allo¬ 
cate  shrinkage  over  a  handler’s  receipts 
at  each  of  his  pool  plants  as  follows: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively,  at 
each  pool  plant;  and 

(b)  If  a  handler  has  receipts  of  other 
source  milk,  shrinkage  shall  be  prorated 
between  (1)  milk  from  producers  and 
fluid  milk  products  in  bulk  tanks  from 
other  handlers,  and  (2)  other  source 
milk  in  the  form  of  a  fluid  milk  product 
in  the  ratio  that  50  times  the  maximum 
quantity  of  skim  milk  or  butterfat,  re¬ 
spectively,  pursuant  to  §  901.41(b)  (7) 
bears  to  that  in  such  other  source  milk. 

§  901.43  Responsibility  of  handlers  and 
reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  Class  I  milk  unless  the  handler  who 
first  receives  such  skim  milk  or  butterfat 
proves  to  the  market  administrator  that 
such  skim  milk  or  butterfat  should  be 
classified  otherwise;  and 

(b)  Any  skim  milk  or  butterfat  shall 
be  reclassified  if  verification  by  the 
market  administrator  discloses  that  the 
original  classification  was  incorrect. 

§  901.44  Transfers. 

Skim  milk  and  butterfat  disposed  of 
by  a  handler,  either  by  transfers  or  di¬ 
versions,  shall  be  classified  as  follows: 

(a)  As  Class  I  milk  if  transferred  in 
bulk  in  the  form  of  fluid  milk  products 
from  a  pool  plant  to  another  pool  plant 
unless: 

(1)  Utilization  in  another  class  is 
claimed  by  the  operators  of  both  pool 
plants  in  their  reports  pursuant  to 
§  901.30; 

(2)  The  receiving  handler  has  utiliza¬ 
tion  in  such  class  of  an  equivalent 
amount  of  skim  milk  and  butterfat,  re¬ 
spectively,  remaining  after  the  allocation 
pursuant  to  §  901.46(a)  (1)  through  (5) 
and  the  corresponding  steps  of  §  901.46 
(b) ;  and 

(3)  The  classification  of  the  skim  milk 
or  butterfat  so  transferred  shall  be  clas¬ 
sified  so  as  to  allocate  to  producer  milk 
the  greatest  possible  total  Class  I  utili¬ 
zation  at  both  plants; 

(b)  As  Class  I  milk  if  transferred  to 
a  producer-handler  in  the  form  of  a 
fluid  milk  product; 

(c)  As  Class  I  if  transferred  or  di- 
1  verted  in  bulk  lots  in  the  form  of  a  fluid 
1  milk  product  to  a  nonpool  plant  except 

as  provided  in  paragraph  (d)  of  this 
section,  unless  the  following  conditions 
i  are  met: 

(1)  Such  nonpool  plant  is  located  in 
,  Cache  or  Weber  County,  Utah,  or  less 
,  than  200  miles,  by  the  shortest  highway 

distance  as  determined  by  the  market 
administrator,  from  Denver  County, 
Colorado,  Courthouse; 

(2)  The  operator  of  the  nonpool  plant 
'  maintains  books  and  records  showing 
[  the  utilization  of  the  skim  milk  and  but¬ 
terfat  at  such  plant,  which  are  made 

1  available  if  requested  by  the  market  ad- 

>  ministrator  for  the  purpose  of  verifica- 
•  tion; 

(3)  The  handler  claims  classification 

>  of  such  skim  milk  or  butterfat  in  Class 
II  in  his  report  pursuant  to  §  901.30; 


(4)  Class  I  utilization  in  the  nonpool 
plant  does  not  exceed  the  receipts  of 
skim  milk  and  butterfat  in  Grade  A 
milk  from  dairy  farmers  who  the  market 
administrator  determines  constitute  its 
regular  source  of  supply.  If  Class  I  utili¬ 
zation  exceeds  such  receipts,  the  skim 
milk  and  butterfat  so  moved  shall  be 
Class  I  to  the  extent  of  a  pro  rata  share 
of  total  receipts  at  the  nonpool  plant 
from  all  pool  plants  and  from  plants 
fully  subject  to  other  orders  that  are 
claimed  as  Class  n  utilization  or  as  a 
class  other  than  Class  I  under  another 
order ;  and 

(5)  If  any  skim  milk  or  butterfat  is 
transferred  to  a  second  nonpool  plant 
under  this  paragraph,  the  same  condi¬ 
tions  of  audit,  classification  and  alloca¬ 
tion  shall  apply ; 

(d)  As  Class  I  if  transferred  in  the 
form  of  cream  to  a  nonpool  plant  located 
outside  of  Cache  or  Weber  County,  Utah, 
or  more  than  200  miles  from  the  county 
courthouse  at  Denver  County,  Colorado, 
unless  the  following  conditions  are  met: 

(1)  The  handler  claims  classification 
of  such  cream  in  Class  II  in  his  report 
pursuant  to  §  901.30 ; 

(2)  The  handler  tags  the  container  of 
such  cream  as  for  manufacturing 
purposes ; 

(3)  The  handler  gives  the  market  ad¬ 
ministrator  sufficient  notice  to  allow  him 
to  verify  the  shipment;  and 

(e)  Skim  milk  and  butterfat  trans¬ 
ferred  to  the  pool  plant  of  another 
handler  by  a  cooperative  association 
which  is  the  handler  of  such  milk 
pursuant  to  §  901.9(d)  shall  be  classified 
pro  rata  to  the  respective  amounts 
thereof  remaining  in  each  class  for  such 
month  in  the  pool  plant  of  the  receiving 
handler  after  the  computation  pursuant 
to  §  901.46(a)  (9)  and  the  corresponding 
step  of  §  901.46(b). 

§  901.45  Computation  of  skim  milk  an<l 
butterfat  in  each  class. 

For  each  month,  the  market  admin¬ 
istrator  shall  correct,  for  mathematical 
and  other  obvious  errors,  the  reports  sub¬ 
mitted  by  each  handler  pursuant  to 
§  901.30  and  compute  the  total  pounds 
of  skim  milk  and  butterfat,  respectively, 
in  each  class. 

§  901.46  Allocation  of  skim  milk  and 
butterfat  classified. 

After  making  the  computations  pur¬ 
suant  to  §  901.45,  the  market  administra¬ 
tor  shall  determine  the  classification  of 
milk  received  from  producers  at  each 
pool  plant  as  follows: 

(a)  Skim  milk  shall  be  allocated  in 
the  following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  n  the  pounds  of  skim 
milk  allocated  in  shrinkage  of  skim  milk 
classified  as  Class  II  pursuant  to 
§  901.41(b)(7); 

(2)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  I  the  pounds  of  skim 
milk  in  other  source  milk  received: 

(i)  In  the  form  of  a  fluid  milk  product 
in  consumer  type  packages  which  are 
classified  and  priced  as  Class  I  milk 
under  Order  No.  94,  regulating  the 
handling  of  milk  in  the  Colorado 
Springs-Pueblo  marketing  area  if  such 
fluid  milk  products  are  not  processed 
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and  packaged  in  the  pool  plant  during 
the  month;  or 

(ii)  In  the  form  of  sour  cream  which 
is  classified  and  priced  as  Class  I  or  its 
equivalent  value  under  another  order 
issued  pursuant  to  the  Act. 

(3)  Subtract  from  the  pounds  of  re¬ 
maining  skim  milk  in  each  class,  in  series 
beginning  with  Class  II,  the  pounds  of 
skim  milk  in  other  source  milk  received 
in  the  form  of  a  product  other  than  a 
fluid  milk  product ; 

(4)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  n,  the  pounds  of 
skim  milk  in  other  source  milk  received 
in  the  form  of  a  fluid  milk  product  not 
classified  and  priced  as  Class  I  milk  or 
its  equivalent  value  under  another  order 
issued  pursuant  to  the  Act; 

(5)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  II,  the  pounds  of 
skim  milk  in  other  source  milk  received 
in  the  form  of  a  fluid  milk  product  not 
subtracted  pursuant  to  subparagraphs 
(2)  and  (4)  of  this  paragraph; 

(6)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  II,  the  pounds  of 
skim  milk  contained  in  inventory  of 
fluid  milk  products  on  hand  at  the  be¬ 
ginning  of  the  month; 

(7)  Add  to  the  pounds  of  skim  milk 
remaining  in  Class  II  the  pounds  of  skim 
milk  subtracted  pursuant  to  subpara¬ 
graph  (1)  of  this  paragraph; 

(8)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class  the  pounds 
of  skim  milk  received  from  other  pool 
plants  according  to  its  classification  as 
determined  pursuant  to  §  901.44(a); 

(9)  Subtract  pro  rata  from  the  re¬ 
maining  pounds  of  skim  milk  in  each 
class  the  pounds  of  skim  milk  classified 
pursuant  to  §  901.44(e) ;  and 

(10)  If  the  remaining  pounds  of  skim 
milk  in  both  classes  exceeds  the  pounds 
of  skim  milk  contained  in  milk  received 
from  producers,  subtract  such  excess 
from  the  remaining  pounds  of  skim  milk 
in  series  beginning  with  Class  II.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”. 

(b)  Butterfat  shall  be  allocated  in  ac¬ 
cordance  with  the  same  procedure  out¬ 
lined  for  skim  milk  in  paragraph  (a) 
of  this  section ;  and 

(c) .  Add  the  pounds  of  skim  milk  and 
the  pounds  of  butterfat  allocated  to  pro¬ 
ducer  milk  in  each  class,  pursuant  to 
paragraphs  (a)  and  (b)  of  this  section 
and  determine  the  percentage  of  butter¬ 
fat  in  each  class. 

Minimum  Prices 
§  901.50  Basis  formula  price. 

The  basic  formula  price  for  each 
month  to  be  used  in  determining  the 
class  prices  set  forth  in  §  901.51,  shall 
be  the  higher  of  the  prices  computed 
pursuant  to  paragraphs  (a)  and  (b)  of 
this  section,  rounded  to  the  nearest  one- 
tenth  cent: 

(a)  Determine  the  average  of  the 
basic,  or  field  prices,  paid  or  to  be  paid 
per  hundredweight  for  milk  of  3.5  per¬ 
cent  butterfat  content  received  from 
farmers  during  the  month  at  the  fol¬ 
lowing  plants  or  places  for  which  prices 
have  been  reported  to  the  Department: 


Present  Operator  and  Location 

Carnation  Co.,  Sparta,  Mich. 

Pet  Milk  Co.,  Wayland,  Mich. 

Pet  Milk  Co.,  Coopersville,  Mich. 

Borden  Co.,  Orfordville,  Wis. 

Borden  Co.,  New  London,  Wis. 

Carnation  Co.,  Richland  Center,  Wis. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Belleville,  Wis. 

White  House  Milk  Co.,  Manitowoc,  Wis. 

White  House  Milk  Co.,  West  Bend,  Wis. 

(b)  The  price  per  hundredweight 
computed  by  adding  together  the  plus 
values  pursuant  to  subparagraphs  (1) 
and  (2)  of  this  paragraph: 

(1)  From  the  simple  average,  as  com¬ 
puted  by  the  market  administrator,  of 
the  daily  wholesale  selling  prices  (using 
the  midpoint  of  any  price  range  as  one 
price)  per  pound  of  Grade  A  (92-score) 
bulk  creamery  butter  per  pound  at  Chi¬ 
cago,  as  reported  by  the  Department 
during  the  month,  subtract  three  cents, 
add  20  percent  thereof,  and  multiply  by 
3.5;  and 

(2)  From  the  simple  average,  as  com¬ 
puted  by  the  market  administrator,  of 
the  weighted  averages  of  carlot  prices 
per  pound  of  nonfat  dry  milk,  spray  and 
roller  process,  respectively,  for  human 
consumption,  f.o.b.  manufacturing  plants 
in  the  Chicago  area,  as  published  for  the 
period  from  the  26th  day  of  the  imme¬ 
diately  preceding  month  through  the 
25th  day  of  the  current  month  by  the 
Department,  deduct  5.5  cents,  multiply 
by  8.5,  and  then  multiply  by  0.965. 

§  901.51  Class  prices. 

Subject  to  the  provisions  of  §§  901.52 
and  901.53,  the  class  prices  per  hundred¬ 
weight  for  the  month  shall  be  as  follows: 

(a)  Class  I  milk.  During  the  first  18 
months  following  the  effective  date  of 
this  paragraph,  the  basic  formula  price 
for  the  preceding  month  plus  $2.10; 
and 

(b)  Class  II  milk.  During  the  months 
of  March  through  July,  the  price  speci¬ 
fied  in§  901.50(b),  and  during  all  other 
months  such  price  plus  10  cents:  Pro¬ 
vided,  That  such  price  shall  not  be  higher 
than  the  basic  formula  price  for  the 
month. 

§  901.52  Location  differentials  to  han¬ 
dlers. 

(a)  For  milk  which  is  received  from 
producers  at  a  pool  plant  (or  diverted 
to  a  nonpool  plant)  located  more  than 
50  miles  by  the  shortest  highway  dis¬ 
tance  from  the  County  Courthouse  in 
Denver,  Colorado,  but  not  located  in  El 
Paso  County,  Colorado,  and  which  is 
classified  as  Class  I  milk  or  is  assigned 
to  Class  I  pursuant  to  paragraph  (b)  of 
this  section,  the  price  computed  pur¬ 
suant  to  §  901.51(a)  shall  be  reduced  by 
10  cents  if  such  plant  is  located  more 
than  50  but  not  more  than  75  miles  from 
such  courthouse,  and  by  an  additional 
1.5  cents  for  each  10  miles  or  fraction 
thereof  that  such  distance  exceeds  75 
miles;  and 

(b)  For  purposes  of  calculatng  this 
differential  transfers  between  pool  plants 
shall  be  assigned  to  Class  I  in  a  volume 
not  in  excess  of  that  by  which  Class  I 
disposition  at  the  transferee  plant  ex¬ 
ceeds  receipts  at  such  plant  from  pro¬ 
ducers  and  cooperative  associations  pur¬ 
suant  to  §  901.9(d),  such  assignment  to 


transferor  plants  to  be  made  fir 
plants  at  which  no  differential  25J* 
applicable  and  then  in  sequenr*  k  -  * 
ning  with  the  plant  at  which  tL  i 
location  differential  would  apply  least 

§  901.53  Butterfat  differentials  to  k 

dlers.  nai>-  , 

For  milk  containing  more  or  less 
3.5  percent  butterfat,  the  class  n* 
pursuant  to  §  901.51  shall  be  increS 
or  decreased,  respectively,  for  each  mT 
tenth  of  one  percent  of  butterfat  bv  th' 
appropriate  rate,  rounded  in  each  <*£ 
to  the  nearest  one-tenth  cent  rw 
mined  as  follows:  ’  wr' 

(a)  Class  I  milk.  Multiply  the  butt* 

price  specified  in  §  901.50(b) (l)  forth! 
preceding  month  by  1.30  and  divide  th! 
result  by  10;  and  e 

(b)  Class  II  milk.  Multiply  the  but 

ter  price  specified  in  §  901.50(b)(1)  bv 
1.20  and  divide  the  result  by  10.  1 

§  901.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  order  for  computing  class 
prices  or  for  other  purposes  is  not  avail- 
able  in  the  manner  described,  the  market 
administrator  shall  use  a  price  deter¬ 
mined  by  the  Secretary  to  be  equivalent 
to  the  price  which  is  required. 

Applications  of  Provisions 
§  901.60  Producer-handler. 

Sections  901.40  to  901.46,  901.50  to 
901.54,  901.70  to  901.72  and  901.80  to 
901.88,  shall  not  apply  to  a  producer- 
handler. 

§  901.61  Plants  subject  to  another  Fed¬ 
eral  order. 

The  provisions  of  this  part  shall  not 
apply  to  any  pool  plant  which  would  be 
fully  subject  to  the  classification,  pricing 
and  payment  provisions  of  another  order 
issued  pursuant  to  the  Act,  unless  (a) 
more  Class  I  milk  is  disposed  of  on 
routes  in  the  Eastern  Colorado  market¬ 
ing  area  than  in  the  marketing  area  reg¬ 
ulated  pursuant  to  such  other  order,  or 
(b)  such  plant  qualfies  as  a  supply  plant 
under  another  order,  except  that  the  op¬ 
erators  of  such  plants  shall  make  reports 
to  the  market  administrator  and  allow 
verification  of  such  reports  by  the  mar¬ 
ket  administrator. 

§  901.62  Handler  operating  a  nonpool 
plant. 

In  lieu  of  the  payments  required  pur¬ 
suant  to  §§  901.80  to  901.88,  each  han¬ 
dler,  other  than  a  producer-handler  or 
one  exempt  pursuant  to  §  901.61,  who  op¬ 
erates  during  the  month  a  nonpool  plant, 
shall  pay  to  the  market  administrator  on 
or  before  the  25th  day  after  the  end  of 
the  month  the  amounts  calculated  pur¬ 
suant  to  paragraph  (a)  of  this  section 
unless  the  handler  elects,  at  the  time  of 
reporting  pursuant  to  §  901.30,  to  pay 
the  amounts  computed  pursuant  to  para¬ 
graph  (b)  of  this  section; 

(a)  The  following  amounts: 

(1)  To  the  producer-settlement  fund, 
any  plus  amount  remaining  after  deduct¬ 
ing  from  the  value  that  would  have  been 
computed  pursuant  to  §  901.70  if  such 
handler  had  operated  a  pool  plant,  the 
gross  payments  made  by  such  handler 
for  milk  received  during  the  month  from 
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a  A  dairy  farmers  at  such  plant  or 
atapla111  which  serveS  aS  a  supply 
pl*jf;  Agdhis  pro  rata  share  of  the  ex- 

I  of  administration,  an  amount 
penf?  that  which  would  have  been 
^mited  pursuant  to  §  901.88  had  such 
St  been  a  pool  plant,  except  that  if 
p  S  Dlant  is  also  a  nonpool  plant  under 
SSher  order  issued  pursuant  to  the  Act, 
his  Class  I  sales  in  such  other  mar- 
area  exceed  those  made  in  the 
JSern  Colorado  marketing  area,  the 
navments  due  under  this  subparagraph 
haU  be  reduced  by  the  amount  of  any 
Sinistrative  expense  payments  under 

the  other  order;  and 

(b)  The  following  amounts: 

(1)  To  the  producer-settlement  fund, 
an  amount  equal  to  the  value  of  all  skim 
milk  and  butterfat  disposed  of  as  Class  I 
milk  on  routes  in  the  marketing  area  at 
the  Class  I  price  applicable  at  the  loca¬ 
tion  of  such  handler’s  plant,  less  the 
value  of  such  skim  milk  and  butterfat 
at  the  Class  II  price ;  and 

(2)  As  his  share  of  the  expense  of  ad¬ 
ministration,  the  rate  specified  in  §  901.- 
88  with  respect  to  Class  I  milk  so  dis¬ 
posed  of  in  the  marketing  area. 

Determination  of  Uniform  Price 

§901.70  Computation  of  the  value  of 
milk  for  each  handler. 


For  each  month  the  market  adminis¬ 
trator  shall  compute  the  value  of  milk 
for  each  handler  as  follows : 

(a)  Multiply  the  quantity  of  producer 
milk  in  each  class  computed  pursuant  to 
§  901.46(c)  by  the  applicable  class  prices 
and  total  the  resulting  amount; 

(b)  Add  an  amount  computed  by  mul¬ 
tiplying  the  pounds  of  overage  deducted 
from  each  class  pursuant  to  §  901.46(a) 
(10)  and  the  corresponding  step  of 
§  901.46(b)  by  the  applicable  class 
prices; 

(c)  Add  an  amount  computed  by  mul¬ 
tiplying  the  difference  between  the  ap¬ 
propriate  Class  II  price  for  the  preceding 
month  and  the  appropriate  Class  I  price 
for  the  current  month  by  the  hundred¬ 
weight  of  skim  milk  and  butterfat  re¬ 
maining  in  Class  II  milk  after  the  cal¬ 
culations  pursuant  to  §  901.46(a)  (6)  and 
the  corresponding  step  of  §  901.46(b)  for 
the  preceding  month  or  the  hundred¬ 
weight  of  skim  milk  and  butterfat  sub¬ 
tracted  from  Class  I  pursuant  to  §  901.- 
46(a)(6)  and  the  corresponding  step  of 
5  901.46(b)  for  the  current  month, 
whichever  is  less;  and 

(d)  Add  the  amounts  computed  in 
subparagraph  (1),  (2)  and  (3)  of  this 
paragraph:  Provided,  That  such  pay¬ 
ments  shall  not  apply  if  the  total  receipts 
of  producer  milk  during  the  month  are 
less  than  110  percent  of  the  total  Class  I 
utilization  at  pool  plants  for  the  month; 

(1)  Multiply  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  milk  pursuant  to  §  901.46(a)  (3) 
and  the  corresponding  step  of  §  901.46(b) 
by  the  difference  between  the  Class  II 
price  and  the  Class  I  price  for  the  cur¬ 
rent  month  adjusted  by  the  applicable 
butterfat  differentials ; 

(2)  Multiply  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  milk  pursuant  to  §  901.46(a)  (4) 
and  the  corresponding  step  of  §  901.46(b) 


by  the  difference  between  the  Class  II 
price  and  the  Class  I  price  for  the  current 
month  adjusted  by  the  applicable  but¬ 
terfat  and  location  differentials  at  the 
nearest  plant (s)  from  which  an  equiva¬ 
lent  amount  of  other  source  milk  was  re¬ 
ceived  in  the  form  of  fluid  milk  products; 
and 

(3)  Multiply  the  hundredweight  of 
skim  milk  and  butterfat  subtracted  from 
Class  I  milk  pursuant  to  §  901.46(a)  (6) 
and  the  corresponding  step  of  §  901.46 
(b) ,  which  is  in  excess  of  the  sum  of  (i) 
the  quantity  for  v/hich  a  payment  was 
computed  pursuant  to  paragraph  (c)  of 
this  section,  and  (ii)  the  quantity  sub¬ 
tracted  from  Class  II  milk  pursuant  to 
§  901.46(a)  (5)  and  the  corresponding 
step  of  §  901.46(b)  in  the  preceding 
month,  by  the  difference  between  the 
Class  II  price  for  the  preceding  month 
and  the  Class  I  price  for  the  current 
month  adjusted  by  the  applicable  butter¬ 
fat  and  location  differentials  at  the  near¬ 
est  plant(s)  from  which  an  equivalent 
amount  of  other  source  milk  was  received 
during  the  preceding  month. 

§  901.71  Computation  of  the  uniform 
price. 

The  market  administrator  shall  com¬ 
pute  the  uniform  price  per  hundred¬ 
weight  of  producer  milk  as  follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  §  901.70  for  the 
milk  of  all  handlers  who  submitted  re¬ 
ports  prescribed  in  §  901.30,  and  who  are 
not  in  default  of  payments  pursuant  to 
§  901.80  for  the  preceding  month; 

(b)  Subtract,  if  the  average  butterfat 
content  of  the  milk  included  under  para¬ 
graph  (a)  of  this  section  is  greater  than 
3.5  percent,  or  add,  if  such  average  but¬ 
terfat  content  is  less  than  3.5  percent, 
an  amount  computed  by  multiplying  the 
amount  by  which  the  average  butterfat 
content  of  such  milk  varies  from  3.5  per¬ 
cent  by  the  butterfat  differential  pur¬ 
suant  to  §  901.82  and  multiply  the  result 
by  the  total  hundredweight  of  such  milk ; 

(c)  Add  an  amount  equal  to  the  sum 
of  the  deduction  to  be  made  from  pro¬ 
ducer  payments  for  location  differentials 
pursuant  to  §  901.81; 

(d)  Add  an  amount  equal  to  one -half 
of  the  unobligated  balance  on  hand  in 
the  producer-settlement  fund; 

(e)  Divide  the  resulting  amount  by  the 
total  hundredweight  of  producer  milk 
included  under  paragraph  (a)  of  this 
section;  and 

(f)  Subtract  not  less  than  four  cents 
nor  more  than  five  cents.  The  resulting 
figure  shall  be  the  uniform  price  per 
hundredweight  of  producer  milk  of  3.5 
percent  butterfat  content  delivered  to 
plants  within  the  50-mile  zone. 

§  901.72  Notification  of  handlers. 

On  or  before  the  11th  day  after  the 
end  of  each  month,  the  market  adminis¬ 
trator  shall  mail  to  each  handler,  at  his 
last  known  address,  a  statement 
showing: 

(a)  The  amount  and  value  of  his  pro¬ 
ducer  milk  in  each  class  and  the  total 
thereof; 

(b)  The  uniform  price  computed  pur¬ 
suant  to  §  901.71  and  the  producer  loca¬ 
tion  and  butterfat  differentials  computed 
pursuant  to  §§  901.81  and  901.82;  and 


(c)  The  amount  to  be  paid  by  such 
handler  pursuant  to  §§  901.84,  901.86, 
901.87,  and  901.88  and  the  amount  due 
such  handler  pursuant  to  §  901.85 

Payments 

§  901.80  Payment  to  producers. 

Except  as  provided  in  paragraph  (c) 
of  this  section,  each  handler  shall  make 
payment  to  each  producer  from  whom 
milk  is  received  as  specified  in  para¬ 
graphs  (a)  and  (b)  of  this  section: 

(a)  On  or  before  the  last  day  of  the 

month,  to  each  producer  who  had  not 
discontinued  shipping  milk  to  such  han¬ 
dler  before  the  18th  day  of  the  month, 
an  advance  payment  with  respect  to  milk 
received  during  the  first  15  days  of  the 
month  at  the  Class  II  price  for  the 
preceding  month ;  v 

(b)  On  or  before  the  16th  day  after 
the  end  of  each  month,  for  milk  re¬ 
ceived  during  such  month,  an  amount 
computed  at  not  less  than  the  uniform 
price  per  hundredweight  pursuant  to 
§  901.71,  subject  to  the  butterfat  differ¬ 
ential  computed  pursuant  to  §  901.82  and 
location  adjustment  computed  pursuant 
to  §  901.81,  plus  or  minus  adjustments 
for  errors  made  in  previous  payments 
to  such  producers  and  less  (1)  payments 
made  pursuant  to  paragraph  (a)  of  this 
section,  (2)  marketing  service  deduc¬ 
tions  pursuant  to  §  901.87,  and  (3)  proper 
deductions  authorized  in  writing  by  such 
producer:  Provided,  That  if  by  such 
date  such  handler  has  not  received  full 
payment  for  such  delivery  period  pur¬ 
suant  to  §  901.85  he  may  reduce  his 
total  payment  to  all  producers  uniformly 
by  not  less  than  the  amount  of  reduction 
in  payment  from  the  market  adminis¬ 
trator;  the  handler  shall,  however,  com¬ 
plete  such  payments  not  later  than  the 
date  for  making  such  payments  pursuant 
to  this  paragraph  next  following  receipt 
of  the  balance  from  the  market  admin¬ 
istrator; 

(c)  (1)  Upon  receipt  of  a  written  re¬ 
quest  from  a  cooperative  association 
which  the  market  administrator  deter¬ 
mines  is  authorized  by  its  members  to 
collect  payment  for  their  milk  and  re¬ 
ceipt  of  a  written  promise  to  reimburse 
the  handler  the  amount  of  any  actual 
loss  incurred  by  him  because  of  any 
improper  claim  on  the  part  of  the  co¬ 
operative  association  each  handler  shall 
pay  to  the  cooperative  association  on  or 
before  the  second  day  prior  to  the  date 
of  payment  to  producers  in  lieu  of  pay¬ 
ments  pursuant  to  paragraphs  (a)  and 
(b) ,  respectively,  of  this  section  an 
amount  equal  to  the  sum  of  the  indi¬ 
vidual  payments  otherwise  payable  to 
such  producers.  The  foregoing  payment 
shall  be  made  with  respect  to  milk  of 
each  producer  whom  the  cooperative  as¬ 
sociation  certifies  is  a  member  effective 
on  and  after  the  first  day  of  the  calendar 
month  next  following  receipt  of  such 
certification  through  the  last  day  of  the 
month  next  preceding  receipt  of  notice 
from  the  cooperative  association  of  a 
termination  of  membership  or  until  the 
original  request  is  rescinded  in  writing 
by  the  cooperative  association;  and 
(2)  A  copy  of  each  such  request, 
promise  to  reimburse  and  certified  list  of 
members  shall  be  filed  simultaneously 
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with  the  market  administrator  by  the 
cooperative  association  and  shall  be  sub¬ 
ject  to  verification  at  his  discretion 
through  audit  of  the  records  of  the  co¬ 
operative  association  pertaining  thereto. 
Exceptions,  if  any,  to  the  accuracy  of 
such  certification  by  a  producer  claimed 
to  be  a  member,  or  by  a  handler,  shall 
be  made  by  written  notice  to  the  market 
administrator  and  shall  be  subject  to  his 
determination; 

(d)  In  making  the  payments  to  pro¬ 
ducers  pursuant  to  paragraphs  (b)  and 
(c)  of  this  section,  each  handler  shall 
furnish  each  producer  or  cooperative  as¬ 
sociation  from  whom  he  has  received 
milk  with  a  supporting  statement  which 
shall  show  for  each  month: 

(1)  The  month  and  the  identity  of  the 
handler  and  of  the  producer; 

(2)  The  total  pounds  and  the  average 
butterfat  content  of  milk  received  from 
such  producer; 

(3)  The  minimum  rate  or  rates  at 
which  payment  to  such  producer  is  re¬ 
quired  pursuant  to  this  part; 

(4)  The  rate  which  is  used  in  making 
the  payment  if  such  rate  is  other  than 
the  applicable  minimum  rate; 

(5)  The  amount  or  the  rate  per  hun¬ 
dredweight  and  nature  of  each  deduction 
claimed  by  the  handler;  and 

(6)  The  net  amount  of  payment  to 
such  producer;  and 

(e)  Each  handler  who  receives  milk 
for  which  a  cooperative  association  is 
the  handler  pursuant  to  §  901.9(d) ,  shall, 
on  or  before  the  second  day  prior  to  the 
date  payments  are  due  individual  pro¬ 
ducers,  pay  such  cooperative  association 
for  such  milk  as  follows : 

,  (1)  An  advance  payment  for  milk  re¬ 
ceived  during  the  first  15  days  of  the 
month  at  not  less  than  the  Class  II 
price  for  the  preceding  month;  and 

(2)  In  final  settlement,  the  value  of 
such  milk  as  classified  pursuant  to 
§  901.44(e)  at  the  applicable  class  prices, 
less  payment  made  pursuant  to  subpara¬ 
graph  (1)  of  this  paragraph. 

§  901.81  Location  differential  to  pro¬ 
ducers. 

In  making  payments  to  producers  or 
cooperative  associations  pursuant  to 
§  901.80,  a  handler  may  deduct  with  re¬ 
spect  to  milk  received  from  producers  the 
rate  per  hundredweight  applicable  pur¬ 
suant  to  §  901.52(a)  for  the  location  of 
the  plant  at  which  the  milk  was  received. 

§  901.82  Butterfat  differential  to  pro¬ 
ducers. 

The  applicable  uniform  price  to  be 
paid  producers  pursuant  to  §  901.80  shall 
be  increased  or  decreased  for  each  one- 
tenth  of  one  percent  which  the  butter¬ 
fat  content  of  milk  is  above  or  below 
3.5  percent,  respectively,  by  a  butterfat 
differential  equal  to  the  average  of  the 
butterfat  differentials  determined  pur¬ 
suant  to  paragraphs  (a)  and  (b)  of 
§  901.52,  weighted  by  the  pounds  of  but¬ 
terfat  in  producer  milk  in  each  class  and 
the  result  rounded  to  the  nearest  tenth 
of  a  cent. 

§  901.83  Producer-settlement  fund. 

The  market  administrator  shall  es¬ 
tablish  and  maintain  a  separate  fund 
known  as  the  “producer-settlement 


fund”  into  which  he  shall  deposit  all 
payments  made  by  handlers  pursuant  to 
§§  901.62,  901.84  and  901.86  and  out  of 
which  he  shall  make  all  payments  pur¬ 
suant  to  §§  901.85  and  901.86:  Provided, 
That  any  payments  due  to  any  handler 
shall  be  offset  by  any  payments  due  from 
such  handler. 

§  901.84  Payments  to  the  producer- 
settlement  fund. 

On  or  before  the  13th  day  after  the 
end  of  each  month,  each  handler  shall 
pay  to  the  market  administrator  any 
amount  by  which  the  value  of  his  pro¬ 
ducer  milk  is  computed  pursuant  to 
§  901.70,  is  greater  than  the  amount 
owed  by  him  for  such  milk  at  the  ap¬ 
propriate  uniform  prices  determined 
pursuant  to  §  901.80. 

§  901.85  Payments  out  of  the  producer- 
settlement  fund. 

On  or  before  the  14th  day  after  the 
end  of  each  month,  the  market  adminis¬ 
trator  shall  pay  to  each  handler  any 
amount  by  which  the  total  value  of  his 
producer  milk,  computed  pursuant  to 
§  901.70  is  less  than  the  amount  owed  by 
him  for  such  milk  at  the  appropriate 
uniform  price  determined  pursuant  to 
§  901.80.  If  at  such  time  the  balance  in 
the  producer-settlement  fund  is  insuffi¬ 
cient  to  make  all  payments  pursuant  to 
this  section,  the  market  administrator 
shall  reduce  uniformly  such  payments 
and  shall  complete  such  payments  as 
soon  as  the  funds  are  available. 

§  901.86  Adjustment  of  accounts. 

Whenever  audit  by  the  market  admin¬ 
istrator  of  any  handler’s  reports,  books, 
records,  or  accounts  or  other  verification 
discloses  errors  resulting  in  moneys  due 
a  producer  or  the  market  administrator 
from  such  handler  or  due  such  handler 
from  the  market  administrator;  the 
market  administrator  shall  promptly 
notify  such  handler  of  any  amount  so 
due  and  payment  thereof  shall  be  made 
on  or  before  the  next  date  for  making 
payments  as  set  forth  in  the  provisions 
under  which  such  error  occurred. 

§  901.87  Marketing  services. 

(a)  Except  as  set  forth  in  paragraph 

(b)  of  this  section,  each  handler  in 
making  payments  to  producers  for  milk 
(other  than  milk  of  his  own  production) 
pursuant  to  §  901.80,  shall  deduct  six 
cents  per  hundredweight,  or  such  lesser 
amount  as  may  be  prescribed  by  the  Sec¬ 
retary,  and  shall  pay  such  deductions  to 
the  market  administrator  on  or  before 
the  13th  day  after  the  end  of  the  month. 
Such  money  shall  be  used  by  the  market 
administrator  to  provide  market  infor¬ 
mation  and  to  check  the  accuracy  of  the 
testing  and  weighing  of  their  milk  for 
producers  who  are  not  receiving  such 
services  from  a  cooperative  association; 

(b)  In  the  case  of  producers  who  are 
members  of  a  cooperative  association 
which  the  Secretary  has  determined  is 
actually  performing  the  services  set 
forth  in  paragraph  (a)  of  this  section, 
each  handler  shall  make,  in  lieu  of  the 
deduction  specified  in  paragraph  (a)  of 
this  section,  such  deductions  from  the 
payments  to  be  made  to  producers  as  may 
be  authorized  by  the  membership  agree¬ 


ment  or  marketing  contract  between  *v 
cooperative  association  and  its  memu 
and  on  or  before  the  16th  day  after 
end  of  each  month,  the  handler  shn 
pay  the  aggregate  amount  of  such  h 
ductions  to  the  cooperative  associate 
furnishing  a  statement  showing  th 
amount  of  the  deductions  and  theaua 
tity  of  milk  on  which  the  deduction®!' 
computed  from  each  producer.  45 

§  901.88  Expense  of  administration. 

As  his  pro  rata  share  of  the  excem* 
of  the  administration  hereof,  each  haT 
dler  shall  pay  the  market  administrator 
on  or  before  the  13th  day  after  the  end 
of  each  month,  four  cents  per  hundred 
weight,  or  such  lesser  amount  as  the 
Secretary  may  prescribe,  with  respect 
to  (a)  all  milk  received  from  producers 
during  such  month,  including  such  han 
dler’s  own  farm  production,  (b)  other 
source  milk  received  at  a  pool  plant  and 
allocated  to  Class  I,  and  (c)  the  quanti¬ 
ties  of  milk  at  the  plants  of  handlers 
operating  nonpool  plants  as  specified  in 
§  901.62  (a)(2)  or  (b)(2). 

§  901.89  Termination  of  obligation. 

The  provisions  of  this  section  shall 
apply  to  any  obligation  under  this  part 
for  the  payment  of  money. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  part  shall,  except  as  pro¬ 
vided  in  paragraphs  (b)  and  (c)  of  this 
section  terminate  two  years  after  the  last 
day  of  the  month  during  which  the  mar¬ 
ket  administrator  received  the  handler’s 
utilization  report  on  the  milk  involved 
in  such  obligation,  unless  within  such 
two-year  period  the  market  administra¬ 
tor  notifies  the  handler  in  writing  that 
such  money  is  due  and  payable.  Service 
of  such  notice  shall  be  complete  upon 
mailing  to  the  handler’s  last  known 
address,  and  it  shall  contain,  but  need 
not  be  limited  to,  the  following  infor¬ 
mation: 

(1)  The  amount  of  the  obligation; 

(2)  The  months  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  a  cooperative 
association,  the  names  of  such  producer 
or  cooperative  association,  or  if  the  ob¬ 
ligation  is  payable  to  the  market  ad¬ 
ministrator,  the  account  for  which  it  is 
to  be  paid; 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator  or  his  representatives  all  books 
and  records  required  by  this  part  to  be 
made  available,  the  market  administra¬ 
tor  may,  within  the  two-year  period  pro¬ 
vided  for  in  paragraph  (a)  of  this  sec¬ 
tion,  notify  the  handler  in  writing  of 
such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  two-year  period,  with  respect  to 
such  obligation  shall  not  begin  to  run 
until  the  first  day  of  the  month  follow¬ 
ing  the  month  during  which  all  such 
books  and  records  pertaining  to  such 
obligations  are  made  available  to  the 
market  administrator  or  his  representa¬ 
tives; 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section 
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handler's  obligation  under  this  part  to 
ft  ^fmoney  shall  not  be  terminated  with 
pa^t  to  any  transaction  involving 
or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part 
m,alL  handler  against  whom  the  obli- 
Ihon  is  sought  to  be  imposed;  and 
8  Id)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
»«v  money  which  such  handler  claims 
Elbe  due  him  under  the  terms  of  this 
Eart  shall  terminate  two  years  after  the 
pnd  of  the  month  during  which  the  milk 
involved  in  the  claim  was  received  if  an 
underpayment  is  claimed,  or  two  years 
after  the  end  of  the  month  during  which 
the  payment  (including  deduction  or 
offset  by  the  market  administrator)  was 
made  by  the  handler  if  a  refund  on  such 
payment  is  claimed,  unless  such  handler, 
within  the  applicable  period  of  time,  files 
pursuant  to  section  8c(15)(A)  of  the 
Act,  a  petition  claiming  such  money. 

Effective  Time,  Suspension,  or 
Termination 


§  901.90  Effective  time. 

The  provisions  of  this  part  or  any 
amendment  thereto,  shall  become  effec¬ 
tive  at  such  time  as  the  Secretary  may 
declare  and  shall  continue  in  force  until 
suspended  or  terminated. 

§  901.91  Suspension  or  termination. 

The  Secretary,  shall  whenever  he 
finds  that  any  or  all  provisions  of  this 
part,  or  any  amendment  thereto,  ob¬ 
struct  or  do  not  tend  to  effectuate  the 
declared  policy  of  the  Act,  terminate  or 
suspend  the  operation  of  any  or  all  pro¬ 
visions  of  this  part  or  any  amendment 
thereto.  This  part  shall  terminate  in 
any  event  whenever  the  provisions  of 
the  Act  authorizing  it  cease  to  be  in 
effect. 

§  901.92  Continuing  obligations. 

If  upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  part,  or 
any  amendment  thereto,  there  are  any 
obligations  thereunder,  the  final  accrual 
or  ascertainment  of  which  requires  fur¬ 
ther  acts  by  any  persons  (including  the 
market  administrator) ,  such  further  acts 
shall  be  performed  notwithstanding  such 
suspension  or  termination. 

§  901.93  Liquidation. 

(a)  Upon  the  suspension  or  termina¬ 
tion  of  any  or  all  provisions  of  this  part, 
the  market  administrator,  or  such  other 
liquidating  agent  as  the  Secretary  may 
designate,  shall,  if  so  directed  by  the 
Secretary,  liquidate  the  business  of  the 
market  administrator’s  office,  dispose  of 
all  property  in  his  possession  or  control, 
including  accounts  receivable,  and 
execute  and  deliver  all  assignments  or 
other  instruments  necessary  or  appro¬ 
priate  to  effectuate  any  such  disposition; 
and 

(b)  If  a  liquidating  agent  is  so  desig¬ 
nated,  all  assets,  books  and  records  of 
the  market  administrator  shall  be  trans¬ 
ferred  promptly  to  such  liquidating 
agent.  If  upon  such  liquidation,  the 
funds  on  hand  exceed  the  amounts  re¬ 
quired  to  pay  outstanding  obligations  of 
the  office  of  the  market  administrator 
and  to  pay  necessary  expenses  of 
liquidating  and  distribution,  such  excess 
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shall  be  distributed  to  contributing  han¬ 
dlers  and  producers  in  an  equitable 
manner. 

Miscellaneous  Provisions 
§  901.100  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  and 
representative  in  connection  with  any  of 
the  provisions  of  this  part. 

§  901.101  Separability  of  provisions. 

If  any  provisions  of  this  part,  or  its 
application  to  any  person  or  circum¬ 
stances,  is  held  invalid,  the  application 
of  such  provisions,  and  of  the  remaining 
provisions  of  this  part,  to  other  persons 
or  circumstances  shall  not  be  affected 
thereby. 

[F.R.  Doc.  61-7845;  Filed,  Aug.  15,  1961; 

8:57  a.m.] 


[  7  CFR  Parts  915,  935,  10131 

[Docket  Nos.  AO-327,  AO-86-A12, 
AO-279— A3  ] 

MILK  IN  ST.  JOSEPH,  MISSOURI, 
OMAHA-LINCOLN-COUNCIL  BLUFFS 
AND  PLATTE  VALLEY,  NEBRASKA, 
MARKETING  AREAS 

Decision  on  Proposed  Marketing 
Agreement  and  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  a  public  hear¬ 
ing  was  held  at  St.  Joseph,  Missouri,  on 
March  14-16,  1961,  pursuant  to  notice 
thereof  issued  on  February  17,  1961  (26 
F.R.  1632),  upon  a  proposed  marketing 
agreement  and  order  regulating  the  han¬ 
dling  of  milk  in  the  St.  Joseph,  Missouri, 
marketing  area  and  a  proposed  amend¬ 
ment  to  the  orders  regulating  the  han¬ 
dling  of  milk  in  the  Omaha-Lincoln- 
Council  Bluffs  and  Platte  Valley, 
Nebraska,  marketing  areas. 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator,  Price 
and  Production,  Agricultural  Stabiliza¬ 
tion  and  Conservation  Service,  on  July  6, 
1961  (26  F.R.  6201,  F.R.  Doc.  61-6473), 
filed  with  the  Hearing  Clerk,  United 
States  Department  of  Agriculture,  his 
recommended  decision,  containing  no¬ 
tice  of  opportunity  to  file  written  excep¬ 
tions  thereto. 

The  material  issues  of  record  re¬ 
late  to: 

1.  Whether  the  handling  of  milk  pro¬ 
duced  for  sale  in  the  proposed  St.  Jo¬ 
seph,  Missouri,  marketing  area  is  in  the 
current  of  interstate  commerce,  or  di¬ 
rectly  burdens,  obstructs,  or  affects 
interstate  commerce  in  milk  or  its 
products ; 

2.  Whether  marketing  conditions 
show  the  need  for  the  issuance  of  a 
milk  marketing  agreement  or  order 
which  will  tend  to  effectuate  the  policy 
of  the  Act;  and 

3.  If  an  order  is  issued  what  its  pro¬ 
visions  should  be  with  respect  to: 


(a)  The  scope  of  regulation  (includ¬ 
ing  whether  Richardson  County,  Ne¬ 
braska  should  be  included  in  either  of 
the  proposed  St.  Joseph,  Missouri,  or 
Nebraska-Iowa,  marketing  areas) ; 

(b)  The  classification  and  allocation 
of  milk; 

(c)  The  determination  and  level  of 
class  prices; 

(d)  Distribution  of  proceeds  to  pro¬ 
ducers;  and 

(e)  Administrative  provisions. 

Findings  and  conclusions.  The  fol¬ 
lowing  findings  and  conclusions  on  the 
material  issues  are  based  on  evidence 
presented  at  the  hearing  and  the  record 
thereof : 

1.  Character  of  the  commerce.  All 
milk  to  be  regulated  by  the  proposed 
St.  Joseph,  Missouri,  marketing  agree¬ 
ment  and  order  is  in  the  current  of  inter¬ 
state  commerce,  or  directly  burdens,  ob¬ 
structs,  or  affects  interstate  commerce 
in  milk  and  its  products. 

Milk  produced  on  farms  located  in 
Missouri,  Kansas,  and  Iowa  is  regularly 
moved  to  plants  located  in  St.  Joseph, 
Missouri,  for  processing  and  distribution 
on  routes  in  the  proposed  marketing 
area  and  on  routes  in  Iowa  and  Ne¬ 
braska.  Milk  produced  on  farms  located 
in  Nebraska  and  Kansas  is  regularly 
shipped  to  a  plant  at  Sabetha,  Kansas, 
some  of  which  is  processed  and  distrib¬ 
uted  on  routes  in  Kansas  and  Nebraska, 
some  of  which  is  transferred  in  bulk  to 
distributing  plants  located  in  St.  Jo¬ 
seph,  Missouri,  for  processing  and  dis¬ 
tribution,  and  some  of  which  is  proc¬ 
essed  into  manufactured  dairy  products 
which  are  at  times  distributed  in  Texas. 
Packaged  fluid  milk  products  are  regu¬ 
larly  distributed  in  the  St.  Joseph  mar¬ 
keting  area  from  a  plant  located  in 
Omaha,  Nebraska. 

2.  The  need  for  an  order.  Market¬ 
ing  conditions  in  the  St.  Joseph,  Mis¬ 
souri,  marketing  area  are  such  that  the 
issuance  of  an  order  to  regulate  the 
handling  of  milk  in  the  area  will  tend 
to  effectuate  the  declared  policy  of  the 
Act. 

Each  dairy  farmer  who  regularly  de¬ 
livers  milk  to  plants  which  will  be  regu¬ 
lated  by  this  proposed  order  is  a  member 
of  one  of  the  two  cooperative  associa¬ 
tions  proposing  the  order.  One  of  these 
is  a  bargaining  association  which  mar¬ 
kets  the  milk  of  its  members  to  five  dis¬ 
tributing  plants  located  in  St.  Joseph, 
Missouri.  The  other  is  an  operating  co¬ 
operative  whose  plant  is  located  at  Sa¬ 
betha,  Kansas. 

Some  of  the  Grade  A  milk  received 
at  this  cooperatively  operated  plant  is 
disposed  of  in  bulk  to  distributing  plants 
in  St.  Joseph.  Fluid  milk  products  are 
disposed  of  on  routes  from  this  plant  in 
several  Nebraska  and  Kansas  counties. 
The  operating  cooperative  also  has  pa¬ 
trons  who  deliver  ungraded  milk  and 
farm  separated  cream  to  its  plant. 

The  primary  sales  territory  of  the  five 
distributing  plants  served  by  the  bar¬ 
gaining  cooperative  is  the  proposed  St. 
Joseph  marketing  area.  However,  routes 
from  three  of  the  five  plants  extend  into 
territory  which  is  a  part  of  the  area 
regulated  by  the  Greater  Kansas  City 
Federal  milk  order  or  into  territory 
which  is  a  part  of  the  marketing  area 
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of  the  proposed  Nebraska-Iowa  market¬ 
ing  area. 

This  situation  has  caused  market  in¬ 
stability  in  that  of  the  five  handlers  who 
sell  most  of  their  milk  in  the  St.  Joseph 
marketing  area  one  may  be  regulated  by 
one  Federal  order,  another  regulated  by 
a  second  Federal  order,  and  others  not 
regulated  by  any  Federal  order.  The  St. 
Joseph  milk  producers  operate  a  mar¬ 
ketwide  pool  under  which  the  value  of 
milk  used  for  Class  I  and  Class  II  pur¬ 
poses  by  the  five  St.  Joseph  handlers 
is  pooled  and  a  uniform  price  determined 
for  each  hundredweight  of  milk  delivered 
by  its  members.  Should  one  or  more  of 
the  five  plants  become  fully  regulated  by 
each  of  the  nearby  orders  the  market¬ 
wide  pool  maintained  for  years  by  this 
cooperative  would  be  destroyed. 

The  milk  marketing  problem  confront¬ 
ing  the  operating  cooperative  whose 
plant  is  at  Sabetha  is  similar  to  that  fac¬ 
ing  the  bargaining  cooperative  whose 
members  supply  the  five  plants  located 
in  St.  Joseph.  While  its  primary  market 
is  also  the  St.  Joseph  area  its  function 
differs  from  that  of  the  five  St.  Joseph 
plants.  It  is  operated  in  a  dual  capacity, 
partly  as  a  distributing  plant  and  partly 
as  a  supply  plant  serving  supplemental 
milk  to  plants  located  in  St.  Joseph  as 
well  as  to  plants  located  elsewhere. 
Routes  from  the  plant  are  operated  in 
the  recommended  marketing  area,  in  Ne¬ 
braska  and  elsewhere  in  Kansas.  It  is 
therefore  possible  that  with  some  shift¬ 
ing  or  increase  in  sales  to  a  particular 
area  it  too  may  become  regulated  by 
another  Federal  order  while  its  primary 
milk  market  is  the  St.  Joseph  area. 

An  order  in  the  St.  Joseph,  Missouri, 
area  is  needed  to  facilitate  the  marketing 
of  milk  by  producers  to  these  plants 
which  are  primarily  associated  with  the 
St.  Joseph  milk  market. 

The  issuance  of  a  marketwide  agree¬ 
ment  and  order  for  the  St.  Joseph, 
Missouri,  milk  marketing  area  would 
eliminate  the  unstable  milk  marketing 
conditions  now  existing  and  tend  to  effec¬ 
tuate  the  declared  policy  of  the  Act. 

3.  Order  provisions — (a)  Scope  of  reg¬ 
ulation.  The  type  of  regulation  effected 
by  a  milk  order  is  essentially  a  matter 
of  establishing  minimum  prices  to  dairy 
farmers  who  produce  milk  for  the  mar¬ 
ket.  The  scope  of  such  regulation  may 
be  made  specific  by  providing  appropri¬ 
ate  definitions  of  the  terms  “marketing 
area”,  “producer”,  “handler”,  “pool 
plant”,  “other  source  milk”  and  such 
other  definitions  as  are  necessary  to  de¬ 
scribe  the  incidence  of  order  regulation. 

(1)  Marketing  area.  The  St.  Joseph, 
Missouri,  marketing  area  (hereinafter 
referred  to  as  the  St.  Joseph  area)  should 
include  all  the  territory  within  the 
boundaries  of  Brown,  Doniphan  and 
Nemaha  Counties,  Kansas;  Andrew, 
Atchison,  Buchanan,  Clinton,  Daviess, 
DeKalb,  Gentry,  Holt,  Nodaway,  and 
Worth  Counties,  Missouri;  and  such 
parts  of  Platte  and  Clay  Counties,  Mis¬ 
souri,  as  are  not  included  in  the  Greater 
Kansas  City  marketing  area.  The  Mis¬ 
souri  counties  of  Harrison,  Caldwell,  and 
Ray  should  not  be  included  in  the  St. 
Joseph  marketing  area.  Richardson 
County,  Nebraska,  should  not  be  included 


in  either  the  St.  Joseph  or  Nebraska- 
Iowa  marketing  areas. 

The  1960  population  of  the  recom¬ 
mended  St.  Joseph  marketing  area  was 
approximately  227,000.  The  1960  popu¬ 
lation  of  Richardson  County  was  about 
14,000  and  that  of  the  three  Missouri 
counties  not  recommended  as  a  part  of 
the  St.  Joseph  marketing  area  was 
36,500. 

The  sanitary  regulations  applicable  to 
Grade  A  milk  produced  for  distribution 
throughout  the  recommended  market¬ 
ing  area  are  patterned  after  the  United 
States  Public  Health  Ordinance  and 
Code.  Milk  which  is  approved  in  one 
part  of  the  marketing  area  may  move  to 
another  part  for  processing  and 
consumption. 

The  territory  defined  as  the  St.  Joseph 
marketing  area  is  primarily  served  by 
plants  which  will  be  regulated  by  the 
recommended  order.  All  of  the  Grade 
A  milk  distributed  in  nine  of  the  ten 
complete  Missouri  counties  which  are 
included  in  the  recommended  market¬ 
ing  area  is  disposed  of  from  plants  lo¬ 
cated  therein  which  will  be  regulated 
by  the  order.  Ninety-four  percent  of 
the  Grade  A  milk  distributed  in  Nod¬ 
away,  the  tenth  complete  Missouri 
county,  is  disposed  of  from  St.  Joseph 
area  plants  and  the  remaining  6  percent 
is  from  a  plant  located  in  Omaha,  Ne¬ 
braska.  Approximately  55  and  83  per¬ 
cent,  respectively,  of  the  total  Grade  A 
milk  distributed  in  the  two  partial 
Missouri  counties  of  Clay  and  Platte 
are  also  disposed  of  from  St.  Joseph 
area  plants.  The  remaining  Grade  A 
milk  disposed  of  in  these  two  partial 
counties  is  disposed  of  from  plants  regu¬ 
lated  by  the  Greater  Kansas  City  Fed¬ 
eral  milk  order. 

Plants  which  will  be  regulated  by  the 
St.  Joseph  order  dispose  of  86,  92,  and  83 
percent,  respectively,  of  the  Grade  A 
milk  disposed  of  within  the  three  Kan¬ 
sas  counties  of  Brown,  Doniphan  and 
Nemaha  which  are  recommended  for  in¬ 
clusion  in  the  area.  Handlers  whose 
plants  are  regulated  by  either  the  Kan¬ 
sas  City  or  the  Omaha-Lincoln-Council 
Bluffs  Federal  milk  orders  dispose  of  the 
remaining  Grade  A  milk  disposed  of  in 
the  three  Kansas  counties. 

Harrison,  Caldwell,  and  Ray  Counties, 
Missouri,  should  not  be  included  in  the 
marketing  area.  The  marketing  area 
proposed  by  the  proponent  cooperative 
associations  as  contained  in  the  notice 
of  hearing  included  these  counties.  At 
the  hearing,  however,  the  proponents 
opposed  the  inclusion  of  the  three  coun¬ 
ties  and  Daviess  County,  Missouri.  Han¬ 
dlers  operating  distributing  plants  sup¬ 
ported  their  inclusion. 

Harrison,  Caldwell,  Ray,  and  Daviess 
Counties  comprise  the  easternmost  tier 
of  counties  proposed  as  part  of  the  St. 
Joseph  marketing  area.  A  relatively 
small  volume  of  packaged  fluid  milk  from 
a  plant  located  at  Chillicothe,  Missouri, 
is  disposed  of  in  three  of  the  four  eastern 
counties,  namely,  Harrison,  Caldwell, 
and  Ray.  The  majority  of  sales  from 
this  plant  is  in  other  areas. 

Since  the  plant  at  Chillicothe  does  not 
dispose  of  any  milk  in  the  more  populous 
areas  which  are  the  primary  market  for 
St.  Joseph  plant  operators  and  does 


most  of  its  fluid  business  outside 
proposed  area,  its  regulation  at  this  tS* 
is  not  necessary  to  achieve  orders 
marketing.  ny  ^ 

Richardson  County,  Nebraska  she 
not  be  included  in  the  marketing!^ 
of  either  the  proposed  St.  Joseph 
Nebraska-Iowa  Federal  milk  ord  °f 
The  two  cooperative  associations  wto* 
petitioned  for  the  issuance  of  the  st 
Joseph  milk  order  proposed  that  ito 
ardson  County  be  included  in  the  st 
Joseph  marketing  area.  A  third  cooper 
ative  association  proposed  that  it  be  b 
eluded  in  the  proposed  Nebraska-w* 
marketing  area.  (The  proposed  Ne 
braska-Iowa  marketing  area  includes  in 
part,  the  current  Omaha-Lincoln-Coun 
cil  Bluffs  and  Platte  Valley,  Nebraska 
marketing  areas.)  At  the  hearing  the 
third  cooperative  did  not  support  the  in- 
elusion  of  Richardson  County  in  the 
Nebraska-Iowa  area  but  did  support  its 
inclusion  in  the  St.  Joseph  area. 

Handlers  operating  plants  which  will 
be  regulated  by  the  St.  Joseph  order  sell 
approximately  45  percent  of  the  total 
Class  I  milk  sold  in  Richardson  County 
and  handlers  whose  plants  are  regulated 
by  the  existing  Omaha-Lincoln-Council 
Bluffs  order  sell  about  15  percent  of  such 
sales.  The  remaining  Class  I  milk  dis¬ 
posed  of  in  the  county  is  disposed  of  by 
a  handler  whose  plant  is  located  in  Rich- 
ardson  County.  The  plant  in  Richard¬ 
son  County  does  not  distribute  milk  in 
any  of  the  more  populated  areas  which 
comprise  the  primary  market  of  St 
Joseph  area  handlers. 

The  inclusion  in  the  St.  Joseph  mar¬ 
keting  area  of  Richardson  County  is  not 
necessary  for  milk  marketing  stability. 
There  is  no  evidence  that  handlers  who 
would  be  regulated  under  the  St.  Joseph 
order  have  experienced  difficulty  in 
maintaining  their  milk  sales  in  Richard¬ 
son  County  and  in  the  three  Missouri 
counties  which  are  not  recommended  for 
inclusion  in  the  proposed  marketing 
area. 

To  summarize,  the  recommended  are* 
forms  a  distinct  and  practicable  milk 
marketing  area  served  almost  exclusively 
by  the  plants  which  will  be  regulated 
hereunder.  Any  larger  area  would  in¬ 
volve  under  regulation  handlers  who  do 
not  dispose  of  fluid  milk  in  the  primary 
market  of  St.  Joseph  handlers. 

(2)  Producer.  The  term  “producer” 
should  include  dairy  farmers  who  regu¬ 
larly  provide  Grade  A  milk  to  pool  plants 
for  fluid  consumption  in  the  marketing 
area.  Accordingly,  the  definition  of 
“producer”  should  distinguish  between 
those  farmers  who  produce  milk  in  com¬ 
pliance  with  the  Grade  A  requirements 
of  a  fluid  market  and  other  dairy  farmers 
whose  milk  is  not  so  qualified.  Grade  A 
milk  intended  for  fluid  consumption  in 
the  proposed  area  is  required  to  be  pro¬ 
duced  in  compliance  with  specific  health 
standards.  In  addition  to  the  milk 
which  complies  with  the  Grade  A  re¬ 
quirements  of  state  or  municipal  health 
authorities,  that  which  is  approved  by 
government  authorities  at  installations 
under  their  supervision  also  would  be 
considered  as  satisfying  the  health  ap¬ 
proval  provision. 

The  qualification  of  a  farmer  as  a  pro¬ 
ducer  should  be  established  primarily  on 


Wei 

recei 
print 
mar 
inaf 
duce 
farn 
dive 
pool 
vert 
beei 
it  is 
pric 
T 
only 
pric 
whi 
trib 
whi 
res< 
pla: 
ser 
div 
ma 
ver 
of  1 
the 
ter 
mi 
the 
ha 
the 
she 
ph 
All 
ke 
dii 
It 
sa 
us 

efl 

as 

to 

di 

ac 

to 

m 

lii 

Pi 

be 

ee 

tl 

tl 

ti 

a 

d 

o 

d 

fi 

n 

t 

d 

d 

i 

d 

t 

1 


i 


i 


■ 


g?  ss'afffRm? 


7676 


RULES  AND  REGULATIONS 


milk  received.  The  association,  in  turn, 
will  be  required  to  settle  with  the  pool 
through  the  producer-settlement  fund. 
Unless  the  cooperative  association  and 
the  receiving  pool  plant  operator  mutu¬ 
ally  agree  on  the  classification  of  the 
milk,  the  order  should  provide  for  pro 
rata  classification  at  the  receiving  pool 
plant  of  bulk  tank  milk  for  which  the 
association  is  the  handler. 

(5)  Producer -handler.  The  term 
“producer-handler”  would  apply  to  any 
person  who  produces  milk  on  his  own 
farm(s)  and  operates  a  plant  from 
which  milk  is  distributed  in  the  market¬ 
ing  area  but  who  receives  no  fluid  milk 
products  from  sources  other  than  his 
own  farm(s)  or  from  pool  plants. 

The  milk  produced  by  a  producer- 
handler  would  be  exempt  from  pooling. 
In  view  of  this,  it  is  necessary  in  the 
interest  of  orderly  marketing  that  the 
term  cover  a  particular  type  of  opera¬ 
tion.  A  handler  whose  milk  supply  is 
obtained  entirely  from  his  own  farm 
production  and  from  pool  plants  would 
qualify  as  a  producer-handler,  and  any 
handler  who  obtains  part  of  his  milk 
supply  from  another  dairy  farmer  or 
from  nonpool  sources  would  not  so 
qualify. 

There  is  only  one  known  producer- 
handler  distributing  fluid  milk  in  the 
recommended  marketing  area.  While 
there  may  be  others,  the  scope  of  their 
operations  is  relatively  minor.  The 
competitive  impact  of  producer -handlers 
on  other  handlers  and  on  other  dairy 
farmers  is  not  now  contributing  to  mar¬ 
ket  instability.  Under  this  circum¬ 
stance,  market  stability  will  be  assured 
provided  appropriate  conditions  are  ap¬ 
plied  to  such  operations.  The  order 
should  provide  that  transfers  of  milk  to 
producer-handlers  from  pool  plants 
should  be  a  Class  I  disposition  by  the 
transferor-handler;  and  receipts  of  milk 
at  a  pool  plant  from  producer-handlers 
should  be  other  source  milk.  This  clas¬ 
sification  is  appropriate  since  otherwise 
producer-handlers  would  share  in  the 
Class  I  sales  of  the  market  without  bear¬ 
ing  their  proper  share  of  the  reserve 
supplies  associated  with  such  Class  I 
sales. 

The  exemption  of  producer-handlers 
from  pooling  may  provide  incentive  for 
individuals  to  adopt  devices  in  an  at¬ 
tempt  to  circumvent  the  order’s  intent 
to  regulate  plants  which  receive  milk 
from  farmers.  To  preclude  the  use  of 
such  devices  the  order  should  provide 
that,  to  be  a  producer-handler,  the 
maintenance,  care  and  management  of 
the  dairy  animals  and  all  other  resources 
used  to  produce  milk  as  well  as  resources 
used  in  the  processing,  and  packaging  of 
the  milk  be  at  the  sole  risk  of  the  per¬ 
son  who  claims  producer-handler  status. 

A  producer-handler  would  be  re¬ 
quired  to  make  such  reports  of  his  re¬ 
ceipts  and  utilization  as  the  market 
administrator  finds  necessary  to  verify 
the  status  of  such  person’s  operation 
and  to  facilitate  verification  of  trans¬ 
actions  with  other  handlers. 

(6)  Other  source  milk.  “Other  source 
milk”  is  defined  in  order  to  distinguish 
certain  milk  from  producer  milk.  It 
would  include  milk  received  at  a  pool 


plant  from  nonpool  sources  and  Class  II 
products  from  any  source  which  are 
reprocessed  or  converted  to  another 
product  in  a  pool  plant  during  the 
month.  It  would  also  include  milk  dis¬ 
tributed  in  the  marketing  area  from 
nonpool  plants. 

(7)  Fluid  milk  products.  Those  prod¬ 
ucts  to  be  classified  as  Class  I  milk,  as 
described  elsewhere  in  this  decision, 
should  be  defined  as  fluid  milk  products. 
The  definition  is  provided  to  facilitate 
reference  in  subsequent  sections  of  the 
order. 

(8)  Route.  The  term  “route”  is  used 
to  cover  a  number  of  milk  distributing 
operations  which  have  bearing  on 
whether  a  plant  is  subject  to  order  reg¬ 
ulation.  The  term  would  include  any 
delivery  of  fluid  milk  products  to  retail 
or  wholesale  outlets.  It  would  also  in¬ 
clude  deliveries  through  a  vendor  who 
obtains  his  milk  supply  in  packaged 
form  from  a  plant.  Deliveries  to  other 
milk  processing  plants,  either  pool  plants 
or  nonpool  plants,  are  not  included. 

(9)  Additional  definitions.  Additional 
definitions  such  as  “Act”,  “Secretary”, 
“Department”,  “Person”,  and  “Coopera¬ 
tive  association”,  should  be  included  in 
the  order  for  brevity  and  clarity  in  de¬ 
scribing  the  operation  of  various  order 
provisions.  They  are  self-explanatory. 

(b)  The  classification  and  allocation 
of  milk.  Skim  milk  and  butterfat  are 
not  used  in  most  products  in  the  same 
proportions  as  contained  in  producer 
milk  and,  therefore,  it  is  appropriate 
that  they  be  classified  as  Class  I  or  Class 
II  separately  according  to  use.  Class 
prices,  however,  will  apply  to  each  hun¬ 
dredweight  of  milk  and  will  be  adjusted 
by  butterfat  differentials  according  to 
the  butterfat  content  of  the  milk  used 
in  each  class. 

(1)  Milk  classes.  Class  I  milk  should 
be  defined  as  all  skim  milk  and  butter¬ 
fat  disposed  of  in  those  fluid  milk  prod¬ 
ucts  which  are  now  required  by  health 
authorities  having  jurisdiction  in  the 
marketing  area  to  be  made  from  Grade 
A  milk.  More  specifically.  Class  I  milk 
should  be  defined  to  include  all  skim 
milk  and  butterfat  disposed  of  in  fluid 
form  as  milk,  skim  milk,  buttermilk, 
flavored  milk,  milk  drinks  (flavored  or 
plain),  concentrated  milk,  reconstituted 
milk  or  skim  milk,  yogurt,  cream  (sweet 
or  sour),  and  any  mixture  of  milk,  skim 
milk,  or  cream.  Sterilized  products 
packaged  in  hermetically  sealed  contain¬ 
ers,  eggnog,  frozen  dessert  mixes,  ice 
cream  mix,  aerated  cream  and  cultured 
sour  mixtures  disposed  of  as  other  than 
sour  cream  would  not  be  included  as 
fluid  milk  products  or  Class  I  utilization. 

Concentrated  and  reconstituted  milk 
and  skim  milk  should  be  classified  as 
Class  I  including  all  water  originally  as¬ 
sociated  with  the  milk  solids  used.  Con¬ 
centrated  and  reconstituted  fluid  milk 
products  compete  for  the  same  Class  I 
sales  as  whole  milk  or  skim  milk  and,  if 
made  from  other  source  milk,  could  dis¬ 
place  producer  milk  which  is  available 
for  the  same  purpose.  Therefore,  ac¬ 
counting  for  these  fluid  milk  products 
on  the  basis  of  original  volume,  includ¬ 
ing  all  the  water  originally  associated 
with  the  solids,  is  necessary  to  return  to 
producers  a  value  commensurate  with 


the  use  and  availability  of  their  mni. , 
Class  I  purposes.  for 

It  is  also  necessary  that  so  «.n 
“dietary  products”  and  other  fluid  m2 
products  which  are  fortified  with 
milk  solids  be  priced  as  Class  i  n  1 
ever,  it  is  not  necessary  to  price  as  a' 
I  all  the  water  originally  associated 
the  solids.  It  is  not  dernonstmhu  I?® 


demonstrable  th«S 

the  water  removed  from  solids  so  uS 
displaces  producer  milk  in  Class  I  in 
market. 

To  maintain  proper  accounting 
such  items,  the  nonfat  milk  solids  added 
to  such  fortified  items  should  be  con 
verted  to  their  skim  milk  equivalent  ami 
an  amount  equal  to  the  difference  be 
tween  the  skim  milk  equivalent  of  the 
fortified  product  and  the  actual  weight 
of  the  product  disposed  of  in  fluid  form 
should  be  classified  as  Class  n.  The 
skim  milk  equivalent  of  such  nonfat 
solids  would  be  considered  a  receipt  of 
other  source  milk  by  the  handler. 

Class  II  milk  should  include  all  skim 
milk  and  butterfat  used  to  produce  prod¬ 
ucts  which  are  not  required  to  be  made 
from  Grade  A  milk.  These  products 
would  include  butter,  cheese,  evaporated 
and  condensed  milk  or  skim  milk,  non¬ 
fat  dry  milk,  cottage  cheese,  ice  cream 
mix,  eggnog,  and  so-called  “dip”  spe. 
cialties.  In  addition  to  the  skim  milk 
equivalent  of  nonfat  solids  added  to 
fortified  fluid  milk  products,  it  should 
also  include  the  skim  component  of  any 
fluid  milk  product  which  is  dumped  after 
prior  notification  to  and  opportunity  for 
verification  by  the  market  administra¬ 
tor,  and  skim  milk  and  butterfat  used 
for  livestock  feed  to  the  extent  that  ap- 
propriate  records  of  such  utilization  are 
available.  Class  II  should  also  include 
skim  milk  and  butterfat  disposed  of  and 
used  for  starter  churning,  wholesale  bak¬ 
ing  and  candy  making  purposes. 

Butterfat  and  skim  milk  used  to  pro¬ 
duce  Class  II  products  should  be  con¬ 
sidered  disposed  of  when  so  used.  Han¬ 
dlers  will  need  to  maintain  stock  records 
of  such  products,  however,  to  permit 
audit  of  the  utilization  by  the  market 
administrator. 

Handlers  have  inventories  of  milk  and 
fluid  milk  products  at  the  beginning  and 
end  of  each  month  which  enter  into  the 
accounting  of  receipts  and  utilization. 
Manufactured  products  on  hand  are  not 
included  in  the  inventory  account  be¬ 
cause  the  milk  used  to  produce  such 
products  will  already  have  been  ac¬ 
counted  for.  Handlers  will  need  to  keep 
records  of  such  manufactured  products 
but  such  products  will  not  be  included 
in  inventories  for  the  purpose  of  ac¬ 
counting  for  current  receipts. 

Closing  inventory  would  be  accounted 
for  as  Class  II  milk.  Accordingly,  it  is 
necessary  to  provide  a  proper  method  of 
reclassifying  in  the  following  month,  the 
milk  in  beginning  inventory  which  is 
used  for  Class  I  disposition.  The 
method  of  reclassifying  beginning  in¬ 
ventory  would  be  in  accordance  with  the 
general  procedure  of  giving  precedence 
in  Class  I  assignment  to  producer  milk 
received  during  the  month.  Priority  of 
Class  I  assignment  is  then  given  to  re¬ 
ceipts  of  the  handler  in  the  previous 
month  from  other  pool  sources  which 
were  priced  as  Class  n  milk.  It  may  be 


nec 
in1 
bee 
of ! 

ID 

cat 

pei 

P»: 

wh 

Cli 

or< 


foi 

in 

sk 

ini 

ag 

pr 

of 

F< 

m 


ftedttesday>  August  16,  1961  ‘”'1  FEDERAL' REGISTER 

-ary  to  determine  to  what  extent  rules  for  classification  of  transfers  need 
neCvfS  i previous  month  other  source  milk  apply  only  to  skim  milk  and  butterfat 
to  “"g  an  inventory  item.  The  amount  which  are  moved  in  bulk  fluid  form. 
beChffinning  inventory  assigned  to  Class  Fluid  milk  products  in  bulk  form 
°*  ik  but  not  covered  by  the  reclassifi-  transferred  to  another  pool  plant  should 
1  rn  charge  would  be  subject  to  com-  be  classified  as  Class  I  milk  unless  the 
CS  ^itory  payments,  provided  that  such  operator  of  each  plant  indicates  in  his 
pel^ments  WOuld  not  apply  to  any  milk  report  to  the  market  administrator  that 
P v^h  had  been  classified  and  priced  as  such  milk  is  to  be  classified  as  Class  II 

1  «  I  milk  under  another  Federal  and  there  is  sufficient  Class  II  classifica- 

tion  available  at  the  transferee  plant 
rlass  n  classification  would  be  allowed  pursuant  to  the  allocation  procedure. 
U&  reasonable  amount  of  shrinkage  Class  II  classification,  however,  should 
^recognition  that  there  is  some  loss  of  be  subject  to  the  provision  that  such 
'tim  milk  and  butterfat  in  the  process-  classification  will  result  in  the  maximum 
SV and  distribution  of  milk.  Shrink-  amount  of  producer  milk  at  both  plants 
ee  allowance  of  up  to  two  percent  of  being  assigned  to  Class  I  milk, 
roducer  milk  is  provided.  This  amount  Fluid  milk  products  in  bulk  form 
Pf  shrinkage  allowance  is  common  under  transferred  or  diverted  to  a  nonpool 
Federal  orders  and  is  reasonable  for  this  plant  should  be  classified  as  Class  I 
*  ^et  milk  unless  the  following  conditions  are 

Milk  may  be  received  at  a  pool  plant  met:  (i)  The  pooling  handler  reports 
in  tank  trucks  from  other  pool  plants  such  milk  as  Class  II  milk,  (ii)  the  oper¬ 
and  from  cooperative  associations  in  ator  of  the  nonpool  plant  maintains  and 
their  capacity  as  handlers.  In  this  case  makes  available,  as  requested  by  the 
the  maximum  shrinkage  allowance  of  market  administrator,  his  books  and  rec- 
two  percent  would  be  allocated  at  the  ords  which  verify  Class  II  utilization,  and 
rate  of  1.5  percent  to  the  plant  where  (iii)  the  Class  I  milk  disposed  of  from 
processed,  leaving  the  other  0.5  percent  the  transferee  plant  does  not  exceed  the 
for  the  shipping  plant  or  cooperative  receipts  of  skim  milk  and  butterfat  ir 
association.  This  system  of  applying  milk  received  during  the  month  from 
skrinkage  allowance  recognizes  that  dairy  farmers  approved  to  supply  Grade 
relatively  little  shrinkage  occurs  in  the  A  milk  who  are  regularly  associated 
receiving  of  milk  and  relatively  more  in  with  such  plant.  If  Class  I  milk  dis¬ 
its  processing,  bottling  and  distribution.  Posed  of  from  the  nonpool  plant  exceed: 
However,  in  the  case  of  bulk  tank  milk  the  sum  of  such  receipts,  provisior 
delivered  directly  from  a  farm  to  a  pool  should  be  made  to  classify  as  Class  ! 
plant  by  a  cooperative  association  in  its  milk  an  amount  of  the  transferred  oi 
capacity  as  a  handler,  the  entire  2  per-  diverted  milk  equivalent  to  such  excess 
cent  Class  II  shrinkage  allowance  should  Such  remaining  Class  I  sales,  however 
accrue  to  the  purchasing  handler  if  he  should  not  result  in  duplication  relativi 
pays  the  association  for  the  milk  on  the  to  classification  of  milk  transferred  t< 
basis  of  farm  determined  weights  and  the  nonpool  plant  from  plants  regulate* 
butterfat  tests.  Since  this  method  of  by  this  and  other  Federal  orders 
allocating  shrinkage  will  result  in  no  loss  Therefore,  the  amount  of  bulk  mill 
to  the  cooperative  or  to  the  pool,  the  moved  to  such  plant  and  classified  a 
receiving  plant  can  be  allowed  the  full  Class  I  milk  from  any  regulated  plan 

2  percent  shrinkage  should  not  be  less  than  that  plant’ 

No  shrinkage  would  be  allowed  on  P™  rata  share  of  the  remaining  Class 

producer  milk  diverted  to  a  nonpool  sales  at  such  nonpool  plant, 
plant  inasmuch  as  such  milk  is  not  It  is  not  necessary  to  provide  at  thi 
physically  received  at  a  pool  plant.  No  time  a  surplus  disposal  area  bey  on' 
shrinkage  would  be  allowed  on  receipts  which  bulk  shipments  of  fluid  milk  pro 
of  dairy  products  such  as  butter,  powder,  ducts  would  automatically  be  classifie 
cheese,  and  cottage  cheese  curd.  as  Class  I.  The  transfer  provisions  ma 

Since  it  is  not  feasible  to  segregate  be  reviewed,  of  course,  if  experience  i: 
shrinkage  of  other  source  milk  from  the  market  indicates  a  need  for  such 
shrinkage  of  producer  milk,  total  shrink-  provision  in  the  future, 
age  is  prorated  between  the  two  on  the  Producers  proposed  a  surplus  disposs 
basis  of  the  respective  volumes  of  re-  area  extending  200  miles  from  name 
ceipts.  The  amount  prorated  to  the  pro-  points  with  the  marketing  area.  Han 
ducer  milk  would  be  classified  as  Class  dlers  proposed  a  larger  area  to  accom 
n  utilization  only  up  to  a  total  of  two  modate  disposal  by  plants  located  in  th 
percent  and  any  shrinkage  above  the  marketing  area  and  an  additional  are 
two  percent  maximum  would  be  classified  extending  50  miles  from  a  pool  plant  t 
as  Class  I  milk.  No  Class  II  limitation  is  accommodate  disposal  of  surplus  froi 
necessary  on  shrinkage  of  other  source  pool  plants  or  dairy  farmers  located 
milk  since  such  milk  is  deducted  from  considerable  distance  from  the  marke 
the  lower  use  classification  under  the  Both  producers  and  handlers  propose 
allocation  procedure.  no  mileage  limitation  on  Class  II  shii 

(2)  Transfers.  It  is  necessary  to  ments  of  fluid  cream, 
establish  rules  for  the  classification  of  It  is  possible  that  a  plant  located 
skim  milk  and  butterfat  which  are  trans-  considerable  distance  from  the  mark 
ferred  or  diverted.  will  become  a  pool  plant  under  the  tern 

In  the  case  of  skim  milk  and  butterfat  of  the  order.  In  this  event,  should  tl 
used  in  the  production  of  manufactured  plant  be  located  beyond  the  defined  su: 
milk  products,  Class  II  classification  plus  area  all  bulk  transfers  and  dive: 
should  be  established  at  the  plant  where  sions  of  fluid  milk  or  skim  milk  fro 
the  product  is  made.  Packaged  Class  the  plant  to  a  nearby  nonpool  plai 
I  products  should  be  classified  as  Class  which  is  also  beyond  the  surplus  art 
I  at  the  transferor  plant.  Therefore,  the  would  be  automatically  classified  i 


milk  unless  the  following  conditions  are 
met:  (i)  The  pooling  handler  reports 
such  milk  as  Class  II  milk,  (ii)  the  oper¬ 
ator  of  the  nonpool  plant  maintains  and 
makes  available,  as  requested  by  the 
market  administrator,  his  books  and  rec¬ 
ords  which  verify  Class  II  utilization,  and 
(iii)  the  Class  I  milk  disposed  of  from 
the  transferee  plant  does  not  exceed  the 
receipts  of  skim  milk  and  butterfat  in 
milk  received  during  the  month  from 
dairy  farmers  approved  to  supply  Grade 
A  milk  who  are  regularly  associated 
with  such  plant.  If  Class  I  milk  dis¬ 
posed  of  from  the  nonpool  plant  exceeds 
the  sum  of  such  receipts,  provision 
should  be  made  to  classify  as  Class  I 
milk  an  amount  of  the  transferred  or 
diverted  milk  equivalent  to  such  excess. 
Such  remaining  Class  I  sales,  however, 
should  not  result  in  duplication  relative 
to  classification  of  milk  transferred  to 
the  nonpool  plant  from  plants  regulated 
by  this  and  other  Federal  orders. 
Therefore,  the  amount  of  bulk  milk 
moved  to  such  plant  and  classified  as 
Class  I  milk  from  any  regulated  plant 
should  not  be  less  than  that  plant’s 
pro  rata  share  of  the  remaining  Class  I 
sales  at  such  nonpool  plant. 

It  is  not  necessary  to  provide  at  this 
time  a  surplus  disposal  area  beyond 
which  bulk  shipments  of  fluid  milk  pro¬ 
ducts  would  automatically  be  classified 
as  Class  I.  The  transfer  provisions  may 
be  reviewed,  of  course,  if  experience  in 
the  market  indicates  a  need  for  such  a 
provision  in  the  future. 

Producers  proposed  a  surplus  disposal 
area  extending  200  miles  from  named 
points  with  the  marketing  area.  Han¬ 
dlers  proposed  a  larger  area  to  accom¬ 
modate  disposal  by  plants  located  in  the 
marketing  area  and  an  additional  area 
extending  50  miles  from  a  pool  plant  to 
accommodate  disposal  of  surplus  from 
pool  plants  or  dairy  farmers  located  a 
considerable  distance  from  the  market. 
Both  producers  and  handlers  proposed 
no  mileage  limitation  on  Class  II  ship¬ 
ments  of  fluid  cream. 

It  is  possible  that  a  plant  located  a 
considerable  distance  from  the  market 
will  become  a  pool  plant  under  the  terms 
of  the  order.  In  this  event,  should  the 
plant  be  located  beyond  the  defined  sur¬ 
plus  area  all  bulk  transfers  and  diver¬ 
sions  of  fluid  milk  or  skim  milk  from 
the  plant  to  a  nearby  nonpool  plant 
which  is  also  beyond  the  surplus  area 
would  be  automatically  classified  as 


Class  I  though  it  could  be  demonstrated 
that  the  milk  was  actually  used  for 
Class  II  purposes.  However,  transfers 
of  cream  could  be  classified  as  Class 
II.  Milk  may  be  delivered  directly  to  dis¬ 
tributing  plants  located  in  St.  Joseph 
from  farms  located  considerably  distant 
from  the  market.  In  this  event,  should 
the  milk  of  these  farmers  not  be  needed 
on  a  particular  day,  the  most  expeditious 
and  economical  method  of  handling  the 
milk  would  be  to  divert  it  to  a  nonpool 
plant  located  near  the  dairy  farms. 
Should  the  receiving  nonpool  plant  also 
be  located  beyond  the  surplus  disposal 
limit,  the  automatic  Class  I  classification 
would  preclude  its  being  accepted  by 
the  nonpool  plant  for  manufacturing 
purposes. 

(3)  Allocation.  In  order  to  insure  the 
effectiveness  of  the  classified  pricing  pro¬ 
gram,  producer  milk  must  have  priority 
in  assignment  to  Class  I  utilization.  The 
allocation  of  receipts  from  different 
sources  to  Class  I  or  Class  n  utilization 
as  set  forth  in  the  order  will  accomplish 
this  objective.  The  allocation  should 
provide  that  after  setting  aside  the  ap¬ 
propriate  allowances  for  shrinkage  of 
producer  milk,  the  skim  milk  and  butter¬ 
fat  in  other  source  milk  should  be  al¬ 
located  to  Class  II  utilization  before  skim 
milk  and  butterfat  contained  in  producer 
milk  are  so  allocated. 

It  was  proposed  by  distributing  plant 
operators  that  other  source  milk  in  the 
form  of  packaged  Class  I  products  re¬ 
ceived  from  a  plant  regulated  by  another 
Federal  order  be  given  prior  allocation  to 
Class  I  utilization  before  producer  milk. 
No  packaged  Class  I  products  are  re¬ 
ceived  at  St.  Joseph  area  plEints  from 
such  sources  nor  was  any  intent  ex¬ 
pressed  of  receiving  such  products.  To 
consider  the  effect  of  such  a  provision  on 
marketing  of  milk  in  the  area  it  would 
be  necessary  to  know  which  Class  I 
products  would  be  received  and  their 
originating  sources. 

However,  other  source  milk  which  is 
priced  and  pooled  as  Class  I  under  an¬ 
other  Federal  order  should  take  priority 
with  respect  to  the  highest  utilization 
over  other  source  milk  not  so  priced  and 
pooled.  This  will  minimize  compen¬ 
satory  payments  by  St.  Joseph  handlers 
on  supplemental  milk  purchases. 

To  achieve  proper  assignment  of  Class 
I  utilization  to  producer  milk  the  se¬ 
quence  of  subtractions  from  Class  n 
utilization  should  be  as  specified  in  the 
proposed  order. 

(c)  Class  prices — (1)  Class  I  price. 
For  the  first  18  months,  the  minimum 
Class  I  price  each  month  per  hundred¬ 
weight  of  producer  milk  containing  3.5 
percent  butterfat  should  be  10  cents  less 
than  the  Greater  Kansas  City  Federal 
order  Class  I  price  for  milk  received  at 
Kansas  City  plants  during  the  same 
month. 

i  The  proponent  cooperative  associa- 
;  tions,  the  cooperative  association  repre- 
»  senting  the  majority  of  producers  who 
s  deliver  milk  to  plants  regulated  by  the 
■  Kansas  City  order,  and  one  handler 
•  whose  plant  is  regulated  by  the  Kansas 
l  City  order  proposed  that  the  Class  I 
t  price  be  the  same  as  that  of  the  Kansas 
i  City  order,  f.o.b.,  Kansas  City.  St.  Joseph 
3  plant  operators  proposed  that  the  Class 
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I  price  be  15  cents  less  than  the  Kansas 
City  price.  St.  Joseph  is  53  miles  from 
Kansas  City.  Pursuant  to  the  location 
adjustment  of  the  Kansas  City  order,  the 
Class  I  price  applicable  to  plants  located 
in  St.  Joseph  is  16  cents  less  than  the 
price  applicable  to  plants  located  in 
Kansas  City. 

Primarily,  the  level  of  the  Class  I 
price  must  be  such  as  to  bring  forth 
an  adequate  and  dependable  supply  of 
Grade  A  milk  for  the  St.  Joseph  market¬ 
ing  area.  The  supply  of  milk  for  the 
recommended  St.  Joseph  marketing  area 
has  been  adequate  but  not  excessive. 
For  the  most  part,  it  has  come  from 
dairy  farmers  whose  milk  is  moved  di¬ 
rectly  from  the  farm  to  distributing 
plants  located  within  the  marketing 
area.  Some  supplemental  milk  has  been 
received  from  plants  located  some  dis¬ 
tance  from  the  marketing  area.  Since 
the  supply  of  milk  for  the  St.  Joseph 
market  has  been  adequate,  the  appropri¬ 
ate  Class  I  price  is  that  which  will  re¬ 
turn  to  dairy  farmers  supplying  regu¬ 
lated  plants  a  uniform  price  for  their 
milk  which  approximates  prices  received 
during  recent  months.  Any  higher  re¬ 
sulting  uniform  price  will  encourage  an 
excessive  supply  of  milk  for  the  market 
and  any  lower  resulting  price  will  dis¬ 
courage  an  adequate  supply. 

A  potential  source  of  Grade  A  milk  in 
excess  of  the  demand  of  the  St.  Joseph 
market  is  those  farms  at  which  ungraded 
milk  is  produced.  A  large  number  of 
farms  in  or  near  the  St.  Joseph  market¬ 
ing  area  are  currently  engaged  in  the 
production  of  ungraded  milk.  The  plant 
operated  by  one  of  the  proponents  of  the 
order,  the  Nemaha  Cooperative  Cream¬ 
ery  Association,  receives  ungraded  milk 
from  860  patrons  and  Grade  A  milk  from 
138.  Hundreds  of  other  fanners  deliver 
ungraded  milk  to  manufacturing  plants 
located  in  the  area  from  which  the  St. 
Joseph  market  draws  milk. 

Resources  now  used  in  the  production 
of  ungraded  milk  may  be  shifted  to 
Grade  A  production.  While  there  are 
cost  differences  beween  producing 
Grade  A  and  ungraded  milk,  some  dairy 
farmers  who  produce  ungraded  milk 
may  make  the  additional  expenditure 
necessary  to  establish  themselves  as 
Grade  A  producers.  The  higher  the  dif¬ 
ference  between  the  return  for  Grade  A 
milk  and  that  for  ungraded  milk,  the 
more  incentive  farmers  will  have  to  shift 
from  ungraded  to  graded  production. 

During  1960,  38  dairy  farmers  who 
were  producing  ungraded  milk  began 
shipping  Grade  A  milk  to  plants  which 
will  be  regulated  by  the  order.  This 
number  of  new  producers  to  the  market 
was  not  much  greater  than  those  who 
left  the  market  during  the  year.  How¬ 
ever,  a  Class  I  price  higher  than  the  one 
proposed  herein  would  create  additional 
incentive  for  farmers  to  shift  resources 
to  Grade  A  production. 

The  classification  plan  operated  by  the 
St.  Joseph  Milk  Producers  Association  is 
the  same  as  that  of  the  Greater  Kansas 
City  Federal  milk  order  but  the  Class  I 
price  has  been  15  cents  less  than  the 
Kansas  City  Class  I  price.  The  Class  II 
price  charged  by  the  Association  for 
member  milk  is  the  same  as  that  of  the 
Kansas  City  order. 


Because  the  Nemaha  Cooperative  As¬ 
sociation  has  a  somewhat  lower  Class  I 
utilization  than  do  the  five  St.  Joseph 
plants,  the  pooling  of  the  receipts  and 
sales  of  Nemaha  with  those  of  the  five 
plants  would  result  in  a  somewhat  lower 
price  for  the  producers  delivering  to  the 
St.  Joseph  plants  if  the  St.  Joseph  Class 
I  price  were  15_  cents  less  than  the  Kan¬ 
sas  City  price.  Therefore,  the  Class  I 
price  of  the  order  should  be  slightly 
higher  than  the  Class  I  price  which  is 
existing  in  the  market  in  order  to  return 
to  the  St.  Joseph  producers  a  uniform 
price  which  approximates  that  which 
they  have  been  receiving. 

The  Class  I  price  should  be  related 
directly  by  formula  to  the  Kansas  City 
Class  I  price.  The  marketing  of  milk  in 
the  St.  Joseph  area  is  closely  related  to 
milk  marketing  in  the  Kansas  City  area. 
The  St.  Joseph  marketing  area  herein 
recommended  is  contiguous  to  the  mar¬ 
keting  area  of  the  Kansas  City  order 
and  there  is  overlapping  of  Class  I  sales 
from  St.  Joseph  and  Kansas  City  plants 
in  parts  of  each  of  the  marketing  areas 
as  well  as  in  nearby  territories  which 
are  not  included  in  either  of  the  mar¬ 
kets.  There  is  an  even  greater  amount 
of  overlapping  of  supply  areas  for  the 
two  markets.  In  most  of  the  counties 
of  Kansas,  Missouri  and  Iowa  where 
dairy  farmers  who  supply  milk  to  plants 
which  will  be  regulated  by  the  St.  Joseph 
order  are  located  there  are  other  farmers 
who  deliver  milk  to  plants  which  are 
regulated  by  the  Kansas  City  order. 

The  seasonal  pattern  of  Class  I  pricing 
now  used  in  the  Kansas  City  order  is 
appropriate  for  use  in  the  St.  Joseph 
market.  While  the  Kansas  City  order 
contains  a  base-excess  plan  to  supple¬ 
ment  seasonal  Class  I  differentials  as  a 
means  of  encouraging  even  seasonal 
production  of  milk,  such  a  plan  is  not 
necessary  in  the  St.  Joseph  order.  Each 
of  the  two  cooperative  associations 
which  together  represent  all  of  the  dairy 
farmers  who  deliver  Grade  A  milk  to 
St.  Joseph  area  plants  has  maintained 
and  will  continue  to  maintain  its  own 
supplemental  even  seasonal  production 
program. 

The  Class  I  price  provided  herein 
should  be  effective  for  an  initial  period 
of  eighteen  months.  Sometime  after  the 
order  has  been  in  operation  for  a  full 
year,  a  hearing  should  be  called  to  con¬ 
sider  more  permanent  Class  I  price 
provisions.  At  that  time  considerable 
marketwide  data  on  all  aspects  of  the 
marketing  of  milk  in  the  area  will  be 
available.  These  data  can  be  expected 
to  provide  the  basis  for  a  reappraisal  of 
the  Class  I  price  structure. 

(2)  Class  II  price.  The  minimum 
Class  II  price  each  month  per  hundred¬ 
weight  of  milk  containing  3.5  percent 
butterfat  should  be  5  cents  higher  than 
the  Class  II  price  under  the  Kansas 
City  order.  The  proponent  associations 
proposed  a  Class  II  price  identical  to 
that  of  the  Kansas  City  order.  Official 
notice  is  taken  of  the  order  amending 
the  Greater  Kansas  City  order  which  was 
effective  May  1,  1961. 

Some  milk  in  excess  of  Class  I  re¬ 
quirements  is  necessary  to  maintain  an 
adequate  supply  of  milk  on  an  annual 
basis.  The  price  of  this  excess  or  reserve 


supply  of  milk  should  be  maintained  at 
the  highest  level  consistent  with  faciit 
tating  its  use  in  manufactured  product 

The  St.  Joseph  Milk  Producers  Asso 
ciation  has  received  the  Kansas  Citv 
Class  II  price  for  that  milk  used  for 
Class  II  purposes  by  handlers  whose 
plants  are  located  in  St.  Joseph  as  well 
as  for  that  milk  diverted  to  a  manufac 
turing  plant  located  at  Maryville,  Mis', 
souri.  The  1960  average  Kansas  City 
Class  n  price  for  milk  of  3.5  percent 
butterfat  was  $2.98  per  hundredweight 
As  a  result  of  the  May  1,  1961  amend¬ 
ment  to  the  Kansas  City  order  the  Class 
II  price  for  milk  containing  3.5  percent 
butterfat  was  increased  4  cents  per 
hundredweight.  Therefore,  under  the 
present  pricing  mechanism  the  i960 
average  Class  II  price  for  3.5  percent 
milk  would  have  been  about  $3.02  per 
hundredweight. 

During  1960  the  average  price  paid  for 
manufacturing  grade  milk  of  3.5  percent 
butterfat  by  the  other  proponent  co¬ 
operative  at  its  plant  at  Sabetha  was 
$3.09  per  hundredweight.  Grade  A  milk 
not  used  for  Class  I  fluid  purposes  by  this 
cooperative  is  used  in  the  manufacture 
of  dairy  products  such  as  condensed  milk, 
ice  cream,  ice  cream  mix,  cottage  cheese, 
nonfat  dry  milk  and  butter.  The  asso¬ 
ciation  in  blending  returns  to  its  mem¬ 
bers  prices  the  Grade  A  milk  so  used 
at  the  manufacturing  milk  price.  Most 
of  the  reserve  milk  for  the  market  which 
must  be  utilized  in  Class  H  when  it  is 
not  needed  for  Class  I  will  be  maintained 
in  the  plant  of  this  operating  cooperative. 
Since  this  cooperative  has  demonstrated 
its  ability  to  pay  a  price  approximately 
equivalent  tr  that  proposed  herein  there 
is  no  need  to  establish  a  lower  Class  II 
price. 

The  Kansas  City  Class  II  price  each 
month  is  the  higher  of  the  average  of 
prices  paid  at  selected  local  plants  plus 
19  cents  or  the  price  resulting  from  a 
computation  based  on  the  market  prices 
of  nonfat  dry  milk  and  butter  with  a  74 
cents  make  allowance.  The  St.  Joseph 
order  should  also  incorporate  this 
method  of  determining  the  Class  H  price 
except  that  24  cents  should  be  added  to 
the  average  price  paid  at  local  plants  and 
a  make  allowance  of  69  cents  used  in 
the  butter  nonfat  dry  milk  formula. 

(3)  Butterfat  differentials.  Class  and 
uniform  prices  are  established  for  milk 
containing  3.5  percent  butterfat.  There¬ 
fore,  tc  reflect  differences  in  the  value 
of  milk  due  to  variation  in  butterfat 
content,  it  will  be  necessary  to  adjust 
Class  I,  Class  II  and  uniform  prices  in 
accordance  with  the  average  butterfat 
test  of  milk  in  each  class  and  of  the  milk 
delivered  by  each  producer. 

The  values  obtained  by  multiplying 
the  average  price  of  92-score  butter  at 
Chicago  by  .12  for  Class  I  milk  and  .115 
for  Class  II  milk  will  provide  an  appro¬ 
priate  basis  for  adjusting  Class  I  and 
Class  II  prices  for  each  one-tenth  of  one 
percent  variation  of  butterfat  content. 
These  differentials  are  the  same  as  those 
in  the  Greater  Kansas  City  order. 

The  butterfat  differential  to  producers 
should  correspond  to  the  weighted  aver¬ 
age  values  of  butterfat  used  for  Class  I 
and  Class  II  purposes.  This  follows  the 
principle  of  uniform  prices  to  all  pro- 
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rs  and  will  reflect  changes  in  the  Hence,  provision  for  such  contingencies  the  Class  I  and  Class  II  prices.  Pool 

of  butterfat  in  each  class.  should  be  made  by  providing  for  a  deter-  plants  may  obtain  unpriced  milk  at  a 

(4)  Location  differentials.  Class  I  mination  by  the  Secretary  of  an  equiva-  price  reflecting  its  value  as  surplus  milk 
d  uniform  prices  paid  by  handlers  op-  lent  price.  which  would  otherwise  be  used  in  manu- 

prating  plants  located  at  considerable  (6)  Provisions  with  respect  to  un -  facturing.  The  Class  II  price  provided 
distance  from  the  market  should  be  sub-  priced  milk.  During  each  month  when  herein  is  representative  of  the  value  of 
iect  to  minus  adjustments  to  reflect  the  producer  milk  receipts  are  more  than  milk  used  for  manufacturing  purposes, 
cost  of  moving  milk  to  the  market.  Ad-  110  percent  of  Class  I  sales  the  order  Therefore,  a  compensatory  payment  rate 
iustments  to  Class  I  prices  at  such  plants  should  provide  for  payments  to  the  pro-  equal  to  the  difference  between  the  Class 
are  necessary  to  equalize  the  cost  of  milk  ducer-settlement  fund  with  respect  to  I  and  Class  II  prices  is  equitable  and  will 
to  all  handlers  distributing  in  the  mar-  unpriced  milk  which  is  allocated  to  Class  remove  any  advantage  which  might  ac¬ 
ting  area.  Adjustments  to  producers’  I  at  a  pool  plant.  Operators  of  nonpool  crue  to  handlers  who  use  unpriced  other 
prices  will  recognize  the  lesser  location  distributing  plants  should  have  the  source  milk  for  Class  I  purposes  when 
value  of  milk  which  must  be  transported  choice  of  making  payments  into  the  pro-  producer  milk  is  available, 
a  considerable  distance  to  the  St.  Joseph  ducer-settlement  fund  or  paying  to  dairy  Other  source  milk  used  in  the  form  of 
market.  farmers  from  whom  they  receive  milk  nonfat  dry  milk  or  condensed  skim  milk 

A  location  adjustment  rate  of  10  cents  the  use  value  of  such  milk  pursuant  to  should  be  considered  to  be  from  a  source 
per  hundredweight  of  milk  should  apply  the  provisions  of  the  order.  at  the  location  of  the  plant  where  it  is 

for  plants  located  more  than  50  but  not  At  times,  despite  the  availability  of  used.  Since  nonfat  dry  milk  comes  from 
more  than  60  miles  from  the  City  Hall  producer  milk,  operators  of  pool  plants  many  different  sources,  administrative 
in  either  St.  Joseph,  Missouri,  or  Sa-  may  purchase  milk  for  Class  I  use  from  feasibility  requires  it  be  priced  at  the 
betha,  Kansas,  whichever  is  nearer.  A  sources  which  are  not  fully  subject  to  location  of  the  plant  where  used, 
rate  of  1.5  cents  for  each  additional  10  the  terms  of  any  Federal  order.  Un-  No  compensatory  payments  would  ap- 
miles  or  fraction  thereof  for  plants  lo-  priced  Grade  A  milk  which  is  purchased  ply  to  unpriced  milk  allocated  to  Class  I 
cated  more  than  60  miles  should  apply,  from  such  unregulated  sources  will  usu-  at  pool  plants  whenever  producer  milk 
A  schedule  of  milk  hauling  rates  of  the  ally  represent  Grade  A  milk  which  is  in  receipts  are  not  more  than  110  percent 
Dairyland  Transport  Company  located  excess  of  the  demand  for  Grade  A  distri-  of  Class  I  sales.  In  the  St.  Joseph  mar- 
at  Springfield,  Missouri,  was  entered  in  bution  in  another  market.  As  surplus,  ket,  whenever  such  receipts  are  less  than 
evidence.  The  rates  contained  in  this  its  value  in  the  other  market  is  less  than  Class  I  sales  plus  a  minimum  reserve  of 
schedule  are  slightly  in  excess  of  one  and  the  value  of  milk  used  for  Class  I  pur-  io  percent  it  would  not  be  necessary  to 
one-half  cents  per  hundredweight  of  poses.  If  handlers  operating  pool  plants  apply  compensatory  payments  since  it  is 
milk  for  each  10  miles.  However,  the  were  encouraged  to  purchase  such  milk  likely  that  milk  from  alternative  sources 
schedule  relates  to  sporadic  or  spot  ship-  and  dispose  of  it  for  Class  I  purposes  would  also  be  in  short  supply  and  han- 
ments.  It  is  reasonable  to  assume  that  without  some  compensatory  feature  in  dlers  would  find  it  necessary  to  pay  at 
the  cost  of  transporting  milk  consider-  the  order,  such  handlers  would  have  a  least  order  prices  for  milk  from  these 
able  distances  on  a  regular  basis  would  competitive  advantage  as  compared  with  alternative  sources.  Whenever  producer 
approximate  one  and  one-half  cents  per  other  handlers,  and  would  have  incentive  milk  receipts  are  more  than  110  percent 
hundredweight  for  each  10  miles.  to  replace  regular  producer  milk  with  of  Class  I  sales  it  is  less  likely  that  han- 

A  location  adjustment  of  10  cents  for  milk  which  is  surplus  in  another  market,  dlers  will  find  it  necessary  to  buy  milk 
plants  located  more  than  50  but  not  more  To  avoid  these  deleterious  conse-  from  alternative  sources, 
than  60  miles  from  the  market  is  slightly  quences  to  the  orderly  marketing  of  milk  No  compensatory  payment  would  be 
in  execess  of  1.5  cents  for  each  10  miles  in  the  marketing  area,  handlers  operat-  required  on  milk  which  is  classified  and 
but  is  reasonable  in  view  of  the  higher  ing  pool  plants  at  which  unpriced  other  priced  as  Class  I  under  another  Federal 
proportionate  cost  of  moving  milk  rela-  source  milk  is  allocated  to  Class  I,  when  order.  The  St.  Joseph  Class  I  price  level 
lively  short  distances.  producer  milk  is  available  for  such  use,  precludes  any  competitive  advantage  to 

No  location  adjustment  should  be  al-  should  pay  into  the  producer-settlement  St.  Joseph  handlers  who  purchase  other 
lowed  on  Class  II  milk.  The  costs  in-  fund  a  compensatory  amount  which  will  Federal  order  milk, 
volved  in  moving  manufactured  products  reflect  generally  the  difference  in  value  Another  type  of  unpriced  milk  would 
are  minor  relative  to  costs  involved  in  between  surplus  milk  from  another  mar-  be  that  distributed  in  the  marketing  area 
moving  whole  milk.  Manufactured  ket  and  producer  milk  used  for  Class  I  on  routes  by  a  handler  operating  a  non¬ 
dairy  products  are  much  less  perishable  purposes.  pool  plant.  Such  a  nonpool  plant  is 

and  the  components  of  manufactured  it  is  administratively  necessary  to  use  associated  with  another  market.  The 
products  are  usually  in  concentrated  the  stated  rate  of  compensatory  payment  use  of  other  source  milk  by  nonpool  dis- 
form.  Accordingly,  there  is  little  value  instead  of  attempting  to  determine  a  tributors  would  differ  in  an  important 
in  the  milk  used  for  manufacturing  pur-  particular  rate  in  each  given  case.  Pool  respect  from  its  use  by  pool  plant  opera- 
poses  which  can  be  attributed  to  plant  plants  may  obtain  other  source  milk  with  tors.  Sales  on  routes  in  the  market  by 
location.  little  or  no  advance  notice  from  a  wide  nonpool  distributors  would  be  on  a  regu- 

In  computing  the  aggregate  Class  I  variety  of  sources.  Any  attempt  to  de-  lar  basis  whereas  the  purchase  of  other 
location  adjustment  allowed  on  milk  re-  termine  the  actual  cost  of  such  milk  source  milk  by  pool  plants  usually  occurs 
ceived  in  bulk  at  distributing  plants  would  be  complicated  by  the  number  of  only  when  producer  milk  is  not  available 
from  distant  plants,  a  method  should  be  plants  involved.  Some  of  the  plants  sup-  or  when  such  purchase  appears  to  offer 
provided  for  allocating  Class  I  utiliza-  plying  the  other  source  milk  might  be  a  temporary  competitive  advantage, 
tion.  This  allocation  of  Class  I  should  operated  by  the  receiving  handler,  in  Subject  to  proper  reporting  and  the 
begin  with  milk  received  directly  from  which  case  the  interplant  billing  would  maintenance  of  adequate  records,  han- 
producers’  farms.  Receipts  from  other  be  purely  arbitrary.  There  is  the  pos-  dlers  operating  nonpool  distributing 
pool  plants  which  are  not  subject  to  lo-  sibility  of  arbitrary  billing  even  where  plants  would  be  given  an  opportunity  to 
cation  adjustments  should  be  next  al-  the  plants  are  not  under  common  own-  choose  between  two  types  of  payments 
located  to  Class  I  and,  in  sequence,  milk  ership.  In  addition,  the-  originating  into  the  producer-settlement  fund:  (1) 
received  from  those  plants  which  have  plant  would  not  be  subject  to  the  audit  an  amount  determined  by  multiplying 
the  least  location  adjustment.  and  payment  provisions  of  the  order,  the  hundredweight  of  Class  I  milk  dis¬ 

cs)  Equivalent  price.  If  for  any  rea-  It  is,  therefore,  necessary  to  have  defi-  posed  of  in  the  marketing  area  by  the 
son  a  price  quotation  required  for  com-  nite  and  specified  rates  applicable  to  all  difference  between  the  Class  I  and  Class 
puting  class  prices  or  for  any  other  pur-  handlers  similarly  situated.  The  rates  II  prices,  or  (2)  the  amount  by  which 
pose  is  not  available  in  the  manner  herein  provided  are  those  which  will  best  total  payments  to  dairy  farmers  deliver- 
described,  the  market  administrator  effectuate  the  intent  of  the  Act  under  ing  to  such  plant  are  less  than  the  total 
should  use  a  price  determined  by  the  current  marketing  conditions  in  the  area,  obligation  to  producers  which  would  be 
Secretary  to  be  equivalent  to  the  price  The  rate  of  payment  to  the  producer-  due  if  such  plant  were  a  pool  plant, 
which  is  required.  Experience  has  settlement  fund  by  pool  plant  operators  The  option  afforded  to  nonpool  dis- 
shown  that  quotations  described  in  the  on  unpriced  milk  allocated  to  Class  I  tributing  plants  will  protect  the  integrity 
order  may  not  be  available  at  all  times,  should  be  equal  to  the  difference  between  of  regulation.  If  the  partially  regulated 
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handler  elects  to  make  payments  under 
the  first  option,  the  regulation  would  be 
protected  in  the  same  manner  as  is  pro¬ 
vided  with  respect  to  compensatory  pay¬ 
ments  on  other  source  milk  at  pool 
plants.  If  the  handler  chooses  to  pay 
the  full  utilization  value  of  his  milk 
either  directly  to  his  own  farmers,  or  by 
combination  of  payments  to  his  farmers 
and  to  the  producer-settlement  fund,  his 
total  minimum  obligation  for  milk  will 
be  determined  in  the  same  manner  as  if 
he  were  a  fully  regulated  handler. 
Affording  this  second  option  to  partially 
regulated  nonpool  plants  will  adequately 
protect  the  regulatory  plan  in  this 
market.  There  are  no  known  handlers 
in  a  position  to  use  this  option.  In  view 
of  this,  there  is  little  probability  that 
there  can  be  any  significant  diversion  of 
the  revenue  derived  from  Class  I  sales 
in  the  marketing  area  to  handlers  only 
incidentally  associated  with  the  market 
which  would  dissipate  the  returns  to 
dairy  farmers  who  are  primarily  engaged 
in  producing  an  adequate  and  depend¬ 
able  supply  of  approved  milk  for  the 
marketing  area.  Neither  is  there  any 
likelihood  that  handlers  who  might  ex¬ 
ercise  this  option  would  be  located  where 
their  milk  procurement  would  have  an 
unstabilizing  effect  upon  the  procure¬ 
ment  by  fully  regulated  handlers. 

Under  the  second  option,  the  operator 
of  the  nonpool  plant  would  be  required 
to  file  a  complete  report  of  receipts  and 
utilization.  From  such  reports,  subject 
to  audit,  the  value  of  his  milk  would  be 
computed  at  the  class  prices  and  ad¬ 
justed  for  location  and  butterfat  con¬ 
tent  in  the  same  manner  as  for  a  pool 
plant.  From  this  utilization  value  the 
market  administrator  would  subtract  the 
payments  to  the  Grade  A  dairy  farmers 
who  constitute  the  regular  source  of 
supply  of  milk  for  the  nonpool  plant. 
Only  such  payments  would  be  allowed  as 
had  been  made  to  such  farmers  by  the 
15th  day  following  the  end  of  the  month. 
The  payment  would  be  the  gross  amount 
paid  to  such  farmers  for  milk  at  the  non¬ 
pool  plant.  Bona  fide  deductions  for 
supplies  and  services,  such  as  hauling, 
would  be  allowed  as  authorized  by  the 
dairy  farmer. 

The  assessment  of  administrative  ex¬ 
pense  should  depend  upon  which  option 
is  chosen  by  the  nonpool  distributor.  If 
he  elects  to  pay  on  his  in-area  sales  he 
should  be  required  to  pay  administrative 
expense  only  on  such  quantities  of  milk 
so  disposed  of  in  the  marketing  area. 
If  he  elects  the  payment  based  on  the 
utilization  value  of  his  milk  he  should 
pay  administrative  expense  on  his  en¬ 
tire  receipts  of  milk  from  Grade  A  dairy 
farmers  and  any  other  receipts  from  un¬ 
priced  sources  which  are  allocated  to 
Class  I  milk  the  same  as  is  required  of 
pool  plants.  Obviously,  the  second  op¬ 
tion  necessitates  as  much  verification  of 
the  reports  and  utilization  by  the  market 
administrator  as  at  a  pool  plant. 

It  is  possible  that  nonpool  plants  from 
which  milk  is  distributed  in  the  St.  Jo¬ 
seph  market  will  also  be  nonpool  dis¬ 
tributing  plants  under  the  terms  of  an¬ 
other  Federal  order.  To  eliminate  any 
duplication  of  equalization  and  -admin¬ 
istrative  payments,  the  St.  Joseph  order 
should  credit  such  handlers  with  pay¬ 


ments  made  under  similar  provisions  of 
another  Federal  order. 

(d)  Distribution  of  proceeds  to  pro¬ 
ducers — (1)  Type  of  pool.  Returns  from 
the  sale  of  milk  should  be  distributed  to 
producers  through  a  marketwide  pool. 
Under  this  type  of  pool  all  producers  de¬ 
livering  to  all  pool  plants  are  paid  the 
same  uniform  price  based  upon  the  mar¬ 
ketwide  use  of  their  deliveries. 

One  of  the  proponent  cooperatives  is 
maintaining  a  marketwide  pool  under 
which  members  who  deliver  milk  to 
plants  located  in  St.  Joseph  are  paid 
the  same  uniform  price  based  upon  the 
average  utilization  of  milk  at  the  plants. 
The  plant  of  the  other  proponent  coop¬ 
erative  association  is  assuming  the  re¬ 
sponsibility  of  carrying  the  reserve 
supply  of  milk  for  the  market.  The  use 
of  a  marketwide  pool  under  which  the 
lower  value  of  reserve  supplies  is  dis¬ 
tributed  proportionately  among  all  dairy 
farmers  supplying  the  market  will  con¬ 
tribute  to  milk  marketing  stability  and 
will  facilitate  the  most  efficient  handling 
of  the  reserve  supply  of  milk  when  it  is 
not  needed  for  fluid  distribution. 

(2)  Producer -settlement  fund.  Since 
the  amount  which  the  order  requires  a 
particular  handler  to  pay  for  his  milk 
may  be  more  or  less  than  the  amount 
he  is  required  to  pay  to  producers,  some 
method  of  balancing  these  amounts  is 
necessary.  A  producer-settlement  fund 
should  be  established  for  this  purpose. 
All  handlers  "who  are  required  to  pay 
more  for  their  milk  on  the  basis  of  their 
utilization  than  they  are  required  to  pay 
to  producers  should  pay  the  difference 
into  the  producer-settlement  fund;  all 
handlers  who  are  required  to  pay  more 
to  producers  than  they  are  required  to 
pay  for  their  milk  on  the  basis  of  utiliza¬ 
tion  should  receive  the  difference  from 
the  producer-settlement  fund.  Amounts 
paid  into  and  out  of  the  producer-settle¬ 
ment  fund  for  this  purpose  will  be  equal 
except  for  minor  differences  that  may 
result  from  rounding  of  uniform  prices. 

In  order  to  accommodate  this  rounding 
of  prices,  to  allow  for  unavoidable  delays 
in  receiving  payments  from  handlers, 
and  to  permit  payment  to  be  made  to 
any  handler  which  audit  by  the  market 
administrator  reveals  is  due  such  handler 
from  the  producer-settlement  fund,  a 
reserve  should  be  held  in  the  producer- 
settlement  fund  at  all  times.  The 
amount  of  the  reserve  contemplated  in 
the  proposed  order  should  be  sufficient 
for  these  purposes.  This  reserve  would 
be  adjusted  each  month. 

(3)  Payments  to  individual  producers 
and  to  members  of  cooperative  associa¬ 
tions.  Each  handler  should  make  pay¬ 
ment  to  each  producer  for  milk  delivered 
by  such  producer  at  the  appropriate 
uniform  price  on  or  before  the  15th  day 
of  the  month  following  receipt  of  the 
milk. 

Payments  for  milk  to  any  producer 
who  is  a  cooperative  association  member 
should  be  made  by  the  handler  to  the 
cooperative  association  if  the  association 
makes  a  written  request  for  such  pay¬ 
ment  and  if  the  member  producer  has 
given  the  association  written  authoriza¬ 
tion  in  the  form  of  a  contract,  or  in  any 
other  form,  to  collect  such  payments. 
The  association’s  request  should  also 


provide  for  reimbursement  of  any  ]0 
incurred  because  of  an  improper  clafan 
Unless  the  cooperative  association  ^ 
ceives  payment  for  the  milk  marketed 
on  behalf  of  its  producer  members  it 
cannot  reblend  the  sales  proceeds  for 
milk  sold  in  various  outlets.  This  i® 
portant  function  is  specifically  provided 
for  in  the  Act. 

Handlers  should  make  payments  to 
a  cooperative  association  two  days  in 
advance  of  the  time  the  handler  is  re. 
quired  to  make  payments  to  individual 
producers  in  order  that  all  producers 
may  receive  payment  on  the  same  day 
In  making  such  payment  for  producer 
milk  to  a  cooperative  association  the 
handler  should  at  the  same  time  furnish 
the  association  with  a  statement  showing 
the  name  of  each  producer  for  whom 
payment  is  being  made,  the  volume  and 
the  average  butterfat  content  of  milk 
delivered  by  each  such  producer,  and  the 
amount  of,  and  reason  for,  any  deduc¬ 
tions  which  the  handler  withheld  from 
the  amount  payable  to  each  producer 
This  statement  is  necessary  to  enable 
the  association  to  make  proper  distribu¬ 
tion  of  the  money  to  producer  members 

(e)  Administrative  provisions.  The 
remaining  provisions  are  of  a  general 
administrative  nature,  are  incidental  to 
the  other  provisions  of  the  proposed 
order,  and  are  necessary  for  proper  and 
efficient  administration.  They  provide 
for  the  selection  of  a  market  adminis¬ 
trator,  define  his  powers  and  duties,  pro¬ 
vide  for  an  administrative  assessment, 
prescribe  the  information  to  be  reported 
by  handlers  and  set  forth  the  rules  to  be 
followed  in  making  the  computations  re¬ 
quired.  They  also  prescribe  the  length 
of  time  that  records  must  be  retained 
and  provide  a  plan  for  the  liquidation  of 
the  order  in  the  event  of  termination. 
They  are  similar  to  like  provisions  of 
other  milk  orders,  and,  except  as  set 
forth  below,  require  no  comment. 

(1)  Records  end  reports.  Provisions 
should  be  included  in  the  order  to  re¬ 
quire  handlers  to  maintain  adequate  rec¬ 
ords  of  their  operations  and  to  make  the 
reports  necessary  to  establish  classifica¬ 
tion  of  producer  milk  and  payments  due 
for  such  milk.  Time  limits  must  be  pre¬ 
scribed  for  filing  such  reports.  Dates 
must  also  be  established  for  the  an¬ 
nouncement  of  prices  by  the  market 
administrator. 

It  should  be  provided  that  the  market 
administrator  report  to  each  cooperative 
association  which  so  requests,  the  per¬ 
centage  of  the  class  utilization  of  milk 
received  by  each  handler  from  producers 
who  are  members  of  such  cooperative  as¬ 
sociation.  For  the  purpose  of  this  re¬ 
port,  the  utilization  of  members’  milk 
in  each  handler’s  plant  will  be  prorated 
to  each  class  in  the  proportion  that  total 
receipts  of  producer  milk  were  used  by 
such  handler.  These  reports  are  neces¬ 
sary  for  the  cooperative  association  to 
market  effectively  the  milk  of  its 
members. 

Reports  are  required  from  handlers  on 
receipts  and  utilization  so  that  the  mar¬ 
ket  administrator  may  make  the  compu¬ 
tations  necessary  for  the  marketwide 
uniform  price.  Handlers  are  also  re¬ 
quired  to  submit  payroll  reports  which 
would  show  the  detail  of  milk  receipts 
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each  producer,  the  value  of  milk 
drived  from  the  producer,  deductions 
therefrom,  and  the  net  amount  paid  to 

^The  order  should  provide  for  specific 
limitations  on  the  period  of  time  han- 
Hiers  shall  be  required  to  retain  books 
nd  records  and  on  the  period  of  time 
Jr  which  obligations  under  the  order 
Sail  terminate.  The  provision  made  in 
this  regard  is  identical  in  principle  with 
the  general  amendment  made  to  all  milk 
orders  in  operation  on  July  30, 1947,  fol- 
inwing  the  Secretary’s  decision  of  Jan¬ 
uary  26,  1949  (14  F.R.  444).  That  de¬ 
cision  covering  the  retention  of  records 
and  limitations  of  claims  is  equally  ap¬ 
plicable  in  this  situation  and  is  adopted 
as  part  of  this  decision. 

Dates  must  be  prescribed  for  the  com¬ 
pletion  of  specific  order  functions.  The 
dates  prescribed  will  allow  all  interested 
parties  adequate  time  to  perform  each 
function. 

(2)  Expense  of  administration.  Each 
handler  shall  be  required  to  pay  to  the 
market  administrator  as  his  pro  rata 
share  of  the  cost  of  administering  the 
order  not  more  than  5  cents  per  hun¬ 
dredweight,  or  such  lesser  amount  as  the 
Secretary  may  prescribe  as  follows: 

(i)  Handlers  operating  pool  plants 
shall  pay  such  amount  on  milk  received 
from  producers  and  from  cooperative  as¬ 
sociations  in  their  capacity  as  handlers 
and  on  other  source  milk  which  is  allo¬ 
cated  to  Class  I  which  is  not  classified 
and  priced  under  another  Federal  order ; 

(ii)  Cooperative  associations  shall 
pay  such  amount  on  producer  milk  di¬ 
verted  by  them  to  nonpool  plants;  and 

(iii)  Handlers  operating  nonpool 
plants  shall  pay  administrative  assess¬ 
ment  in  accordance  with  the  conclusions 
previously  specified  in  this  decision. 

Exceptions  were  filed  to  the  finding  in 
the  recommended  decision  that  cooper¬ 
ative  associations  pay  the  administra¬ 
tive  assessment  on  milk  for  which  they 
are  a  handler  pursuant  to  §  915.8(c)  and 
which  is  delivered  to  the  pool  plant  of 
another  handler.  Since  the  economic 
function  of  the  cooperative  in  this  situa¬ 
tion  is  to  direct  milk  from  the  farm  to 
the  pool  plant  whereas  the  plant  opera¬ 
tor  physically  receives  and  processes  the 
milk  and  maintains  basic  records  of  re¬ 
ceipts  and  use  of  milk  at  the  plant,  the 
plant  operator  should  be  responsible  for 
administrative  assessment  payments. 

The  market  administrator  must  have 
sufficient  funds  to  enable  him  to  admin¬ 
ister  properly  the  terms  of  the  order. 
The  Act  provides  that  the  cost  of  ad¬ 
ministration  shall  be  financed  by  an 
assessment  on  handlers.  In  view  of  the 
manner  in  which  the  regulation  applies 
to  various  handlers  and  types  of  handler 
operations,  the  described  application  of 
administrative  assessment  appropriately 
assigns  a  proportionate  share  of  expenses 
to  each  handler. 

In  that  other  source  milk  may  be  al¬ 
located  to  Class  I  at  some  pool  plant,  it 
would  be  in  the  interest  of  providing 
equity  among  all  handlers  to  apply  ad- 
niinistrative  assessment  on  other  source 
milk  allocated  to  Class  I  as  well  as  on 
producer  milk.  However,  to  avoid  dup¬ 
lication,  an  assessment  should  not  be 
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applied  on  other  source  milk  on  which 
an  assessment  is  made  pursuant  to  the 
terms  of  another  Federal  order. 

Provision  should  be  made  to  enable  the 
Secretary  to  vary  the  rate  of  assessment 
within  the  prescribed  limits  without 
necessitating  an  amendment  to  the  order 
whenever  experience  dictates  that  a 
change  in  the  rate  is  necessary  to  main¬ 
tain  the  revenue  of  the  market  adminis¬ 
trator  at  the  appropriate  level  for 
proper  administration  of  the  order. 

(3)  Marketing  services.  Provision 
should  be  included  in  the  order  for 
furnishing  marketing  services  to  pro¬ 
ducers  such  as  verifying  the  butterfat 
tests  and  weights  of  producer  milk  and 
furnishing  market  information.  These 
services  should  be  provided  by  the  mar¬ 
ket  administrator  unless  such  services 
are  provided  by  a  qualified  cooperative 
association  for  its  producer  members. 
The  cost  should  be  borne  by  the  pro¬ 
ducers  receiving  these  services.  A  mar¬ 
keting  service  assessment  of  five  cents 
per  hundredweight  is  necessary  for  this 
market.  This  amount  should  be  deduct¬ 
ed  from  payments  to  such  producers  for 
the  use  of  the  market  administrator  in 
financing  such  services.  Provision 
should  be  made  for  the  Secretary  to 
reduce  this  rate  if  experience  shows  a 
lower  rate  will  furnish  adequate  funds 
for  supplying  marketing  services  by  the 
market  administrator.  In  the  case  of 
producers  for  whom  a  cooperative  as¬ 
sociation  is  rendering  such  serivees,  the 
handler  should  pay  to  the  cooperative 
association  such  deducations  as  the  pro¬ 
ducer  has  authorized  the  cooperative  to 
collect  in  lieu  of  the  payments  to  the 
market  administrator. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  Briefs  and  proposed  findings 
and  conclusions  were  filed  on  behalf  of 
certain  interested  parties  in  the  market. 
These  briefs,  proposed  findings  and  con¬ 
clusions,  and  the  evidence  in  the  record 
were  considered  in  making  the  findings 
and  conclusions  set  forth  above. 

To  the  extent  that  the  suggested  find¬ 
ings  and  conclusions  filed  by  interested 
parties  are  inconsistent  with  the  finding 
and  conclusions  set  forth  herein,  the 
requests  to  make  such  findings  or  reach 
such  conclusions  are  denied  for  the  rea¬ 
sons  previously  stated  in  this  decision. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  order  and  all 
of  the  terms  and  conditions  thereof, 
will  tend  to  effectuate  the  declared  policy 
of  the  Act; 

(b)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  ..for  milk  in 
the  marketing  area,  and  the  minimum 
prices  specified  in  the  proposed  market¬ 
ing  agreement  and  the  order  are  such 
prices  as  will  reflect  the  aforesaid  factors, 
insure  a  sufficient  quantity  of  pure  and 
wholesome  milk,  and  be  in  public  inter¬ 
est;  and 

(c)  The  proposed  marketing  agree¬ 
ment  and  order  will  regulate  the  han¬ 
dling  of  milk  in  the  same  manner  as, 
and  will  be  applicable  to  persons  in  the 
respective  classes  of  industrial  and  com¬ 
mercial  activity  specified  in,  a  marketing 


agreement  upon  which  a  hearing  has 
been  held. 

Rulings  on  exceptions.  In  arriving  at 
the  findings  and  conclusions,  and  the 
regulatory  provisions  of  this  decision, 
each  of  the  exceptions  received  was  care¬ 
fully  and  fully  considered  in  conjunc¬ 
tion  with  the  record  evidence  pertaining 
thereto.  To  the  extent  that  the  findings 
and  conclusions,  and  the  regulatory  pro¬ 
visions  of  this  decision  are  at  variance 
with  any  of  the  exceptions,  such  excep¬ 
tions  are  hereby  overruled  for  the  rea¬ 
sons  previously  stated  in  this  decision. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof 
are  two  documents  entitled,  respectively, 
“Marketing  agreement  regulating  the 
handling  of  milk  in  St.  Joseph,  Missouri, 
marketing  area”,  and  “Order  regulating 
the  handling  of  milk  in  the  St.  Joseph, 
Missouri,  Marketing  area”,  which  have 
been  decided  upon  as  the  detailed  and 
appropriate  means  of  effectuating  the 
foregoing  conclusions. 

It  is  hereby  ordered,  That  all  of  this 
decision,  except  the*  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  attached 
order  which  will  be  published  with  this 
decision. 

Referendum  Order,  Determination  of 
Representative  Period,  and  Designa¬ 
tion  of  Referendum  Agent 

It  is  hereby  directed  that  a  referendum 
be  conducted  among  producers  to  deter¬ 
mine  whether  the  issuance  of  the  at¬ 
tached  order  regulating  the  handling  of 
milk  in  the  St.  Joseph,  Missouri,  market¬ 
ing  area,  is  approved  or  favored  by  the 
producers,  as  defined  under  the  terms 
of  the  proposed  order,  and  who,  during 
the  representative  period,  were  engaged 
in  the  production  of  milk  for  sale  within 
the  aforesaid  marketing  area. 

The  month  of  June  1961,  is  hereby 
determined  to  be  the  representative  pe¬ 
riod  for  the  conduct  of  such  referendum. 

A.  T.  Radigan  is  hereby  designated 
agent  of  the  Secretary  to  conduct  such 
referendum  in  accordance  with  the  pro¬ 
cedure  for  the  conduct  of  referenda  to 
determine  producer  approval  of  milk 
marketing  orders  (15  F.R.  5177),  such 
referendum  to  be  completed  on  or  before 
the  30th  day  from  the  date  this  decision 
is  issued. 

Signed  at  Washington,  D.C.,  on 
August  11, 1961. 

Orville  L.  Freeman, 
Secretary. 

Order 1  Regulating  the  Handling  of  Milk 
in  the  St.  Joseph,  Missouri,  Marketing 
Area 

Sec. 

915.0  Findings  and  determinations. 
Definitions 

Sec. 

915.1  Act. 

916.2  Secretary. 

1  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  procedure,  gov¬ 
erning  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
met. 
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RULES  AND  REGULATIONS 


Sec. 

915.3  Department. 

915.4  Person. 

915.5  Cooperative  association. 

915.6  St.  Joseph,  Missouri,  marketing  area. 

915.7  Producer. 

915.8  Handler. 

915.9  Producer-handler. 

915.10  Distributing  plant. 

915.11  Supply  plant. 

915.12  Pool  plant. 

915.13  Nonpool  plant. 

915.14  Producer  milk. 

915.15  Approved  milk. 

915.16  Other  source  milk. 

915.17  Fluid  milk  product. 

915.18  Route. 

Market  Administrator 

915.20  Designation. 

915.21  Powers. 

915.22  Duties. 

Reports,  Records,  and  Facilities 

915.30  Reports  of  receipts  and  utilization. 

915.31  Payroll  reports. 

915.32  Other  reports. 

915.33  Reports  to  cooperative  associations. 

915.34  Records  and  facilities. 

915.35  Retention  of  records. 

Classification  of  Milk 

915.40  Skim  milk  and  butterfat  to  be 

classified. 

915.41  Classes  of  utilization. 

915.42  Shrinkage. 

915.43  Responsibility  of  handlers  and  re¬ 

classification  of  milk. 

915.44  Transfers. 

915.45  Computation  of  skim  milk  and 

butterfat  in  each  class. 

915.46  Allocation  of  skim  milk  and  butter¬ 

fat  classified. 

915.47  Inventory  reclassification. 

Minimum  Prices 

915.50  Basic  formula  price. 

915.51  Class  prices. 

915.52  Butterfat  differentials  to  handlers. 

915.53  Location  differentials  to  handlers. 

915.54  Rate  of  compensatory  payment. 

915.55  Use  of  equivalent  prices. 

Application  of  Provisions 

915.60  Producer-handlers. 

915.61  Handlers  operating  nonpool  dis¬ 

tributing  plants. 

915.62  Plants  subject  to  other  Federal 

orders. 

Determination  of  Uniform  Price 

915.70  Computation  of  the  obligation  of 

each  pool  handler. 

915.71  Computation  of  the  uniform  price. 

915.72  Butterfat  differential  to  producers. 

915.73  Location  differential  to  producers. 

Payments 

915.80  Time  and  method  of  payment. 

915.81  Producer-settlement  fund 

915.82  Payments  to  the  producer-settlement 

fund. 

915.83  Payments  out  of  the  producer-settle¬ 

ment  fund. 

915.84  Adjustment  of  accounts. 

915.85  Marketing  services. 

915.86  Expenses  of  administration. 

915.87  Termination  of  obligations. 

Miscellaneous  Provisions 

915.90  Effective  time. 

915.91  Suspension  or  termination. 

915.92  Continuing  obligations. 

915.93  Liquidation. 

915.94  Agents. 

915.95  Separability  of  provisions. 

Authority:  $f  915.0  to  915.96  issued  under 
secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674. 


§  915.0  Findings  and  determinations. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  govern¬ 
ing  the  formulation  of  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR  Part 
900),  a  public  hearing  was  held  upon  a 
proposed  marketing  agreement  and  a 
proposed  order  regulating  the  handling 
of  milk  in  the  St.  Joseph,  Missouri,  mar¬ 
keting  area.  Upon  the  basis  of  the  evi¬ 
dence  introduced  at  such  hearing  and 
the  record  thereof,  it  is  found  that: 

(1)  The  said  order,  and  all  of  the 
terms  and  conditions  thereof,  will  tend 
to  effectuate  the  declared  policy  of  the 
Act; 

(2)  The  parity  prices  of  milk  as  deter¬ 
mined  pursuant  to  Section  2  of  the  Act 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order  are 
such  prices  as  will  reflect  the  aforesaid 
factors,  insure  a  sufficient  quantity  of 
pure  and  wholesome  milk  and  be  in  the 
public  interest; 

(3)  The  said  order  regulates  the 
handling  of  milk  in  the  same  manner  as, 
and  is  applicable  only  to  persons  in  the 
respective  classes  of  industrial  or  com¬ 
mercial  activity  specified  in,  a  marketing 
agreement  upon  which  a  hearing  has 
been  held; 

(4)  All  milk  and  milk  products  han¬ 
dled  by  handlers,  as  defined  in  this 
order,  are  in  the  current  of  interstate 
commerce  or  directly  burden,  obstruct,  or 
affect  interstate  commerce  in  milk  or  its 
products;  and 

(5)  It  is  hereby  found  that  the  neces¬ 
sary  expense  of  the  market  administrator 
for  the  maintenance  and  functioning  of 
such  agency  will  require  the  payment  by 
each  handler,  as  his  pro  rata  share  of 
such  expense,  5  cents  per  hundredweight 
or  such  amount  not  to  exceed  5  cents  per 
hundredweight  as  the  Secretary  may 
prescribe,  with  respect  to  (a)  producer 
milk,  except  producer  milk  received  by  a 
cooperative  association  as  a  handler  pur¬ 
suant  to  5  915.8(c);  (b)  producer  milk 
received  from  a  cooperative  association 
pursuant  to  §  915.8(c) ;  and  (c)  other 
source  milk  allocated  to  Class  I  pursuant 
to  §  915.46(a)  (2)  and  the  corresponding 
step  of  (b).  A  handler  operating  a  dis¬ 
tributing  plant  which  is  a  nonpool  plant 
shall  pay  administrative  assessment  pur¬ 
suant  to  §  915.61. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered,  that  on  and  after  the  ef¬ 
fective  date  hereof,  the  handling  of  milk 
in  the  St.  Joseph,  Missouri,  marketing 
area  shall  be  in  conformity  to,  and  in 
compliance  with,  the  following  terms 
and  conditions: 

Definitions 

§915.1  Act. 

“Act”  means  Public  Act.  No.  10,  73d 
Congress,  as  amended  and  as  re-enacted 
and  amended  by  the  Agricultural  Mar¬ 


keting  Agreement  Act  of  ,  1937 
amended  (7  U.S.C.  601  et  seq.)  ’  88 

§  915.2  Secretary. 

“Secretary”  means  the  Secretary 
Agriculture  of  the  United  States  or  an 
officer  or  employee  of  the  United  state* 
authorized  to  exercise  the  powers  aiui 
to  perform  the  duties  of  the  Secretary 
of  Agriculture. 

§  915.3  Department. 

“Department”  means  the  United 
States  Department  of  Agriculture. 

§  915.4  Person. 

“Person”  means  any  individual,  part, 
nership,  corporation,  association,  0"r 
other  business  unit. 

§  915.5  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  or 
producers  as  defined  in  §  915.7,  which 
the  Secretary  determines: 

(a)  Is  qualified  under  the  provisions 
of  the  Act  of  Congress  of  February  n 
1922,  as  amended,  known  as  the  “Cap^ 
per-Volstead  Act”; 

(b)  Has  its  entire  activities  under  the 
control  of  its  members;  and 

(c)  Has  and  is  exercising  full  author¬ 
ity  in  the  sale  of  milk  of  its  members. 

§  915.6  St.  Joseph,  Missouri,  marketing 
area. 

“St.  Joseph,  Missouri,  marketing  area" 
hereinafter  called  “marketing  area" 
means  all  the  territory  included  within 
the  perimetric  boundaries  of  Doniphan 
Brown,  and  Nemaha  counties,  Kansas; 
Andrew,  Atchison,  Buchanan,  Clinton, 
Daviess,  De  Kalb,  Gentry,  Holt,  Noda¬ 
way,  and  Worth  counties,  Missouri;  and 
those  portions  of  Platte  and  Clay  coun¬ 
ties,  Missouri,  not  included  in  the  mar¬ 
keting  area  of  the  Greater  Kansas  City 
milk  order  (Part  913  of  this  chapter). 

§915.7  Producer. 

“Producer”  means  any  person,  other 
than  a  producer-handler,  who  produces 
milk  in  compliance  with  the  Grade  A 
inspection  requirements  of  a  duly  con¬ 
stituted  health  authority  and  whose  milk 
is: 

(a)  Received  at  a  pool  plant,  or 

(b)  Diverted  as  producer  milk  pursu¬ 
ant  to  §  915.14. 

§915.8  Handler. 

“Handler”  means: 

<a)  Any  person  in  his  capacity  as  the 
operator  of  a  distributing  plant  or  a  sup¬ 
ply  plant ; 

(b)  Any  cooperative  association  with 
respect  to  producers’  milk  diverted  from 
a  pool  plant  to  a  nonpool  plant  for  the 
account  of  such  cooperative  association; 
and 

(c)  Any  cooperative  association  with 
respect  to  the  milk  of  its  member  pro¬ 
ducers  which  is  delivered  to  the  pool 
plant  of  another  handler  in  a  tank  truck 
owned  or  operated  by  or  under  contract 
to  such  cooperative  association  for  the 
account  of  such  cooperative  association 
if  the  cooperative  association,  prior  to 
delivery,  notifies  the  market  administra¬ 
tor  in  writing  that  it  will  be  the  handler 
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feivsday,  August  16,  1961  FEDERAL  REGISTER 

milk  Milk  so  delivered  shall  paragraph  during  each  of  the  months  of  < 
f°r  jdered  to  have  been  received  by  September  through  December  (in  1961  < 

be  consLrative  association  at  the  plant  during  each  month  from  the  effective  < 
tbe  h-h  delivered  and  then  transferred  date  through  December)  shall  be  pooled  ] 
to  w.WCrandler  operating  that  plant.  for  each  of  the  following  months  of  Jan- 
to  the  n  uary  through  August  unless  the  plant 

§915.9  Producer-handler.  operator  requests  the  market  adminis- 

, producer-handler”  means  a  person  trator  in  writing  that  such  plant  not  be 

ho  opiates  both  a  dairy  farm(s)  and  a  a  pool  plant,  such  nonpool  status  to  be 
* tributing  plant  at  which  each  of  the  effective  the  first  month  following  such 
f [lowing  conditions  is  met  during  the  notice  and  thereafter  until  the  plant 
nth.  qualifies  as  a  pool  plant  on  the  basis  of 

111  (ft)  The  butterfat  or  skim  milk  re-  shipments. 

JvpH  in  the  form  of  fluid  milk  products  -  Q1  _  ,  ,  .  ,  . 

Tthe  plant  does  not  exceed  the  butter-  §  91513  Nonpoolpl.nl. 
ft  or  skim  milk,  respectively,  received  “Nonpool  plant”  means  any  milk  re- 
from  the  dairy  farm(s)  of  such  person  ceiving,  manufacturing,  or  processing 
aid  from  pool  plants  of  other  handlers;  plant  other  than  a  pool  plant. 

and  ,  ..  _ _ e ..  . .  §915.14  Producer  milk. 

(b)  Such  person  provides  proof  that; 

(1)  The  maintenance,  care  and  man-  “Producer  milk”  shall  be  that  skim 
ment  of  the  dairy  animals  and  other  milk  or  butterfat  for  each  handler’s  ac- 

resources  used  to  produce  milk  on  his  count  in  milk  received  pursuant  to  par- 
fann(s)  are  the  personal  enterprise  of  agraphs  (a)  and  (b)  and  diverted  pur- 
and  at  the  personal  risk  of  such  person;  suant  to  paragraph  (c)  as  follows: 

>pd  (a)  Received  directly  from  producers’ 

(2)  The  operation  of  the  processing  farms  at  a  pool  plant  by  the  operator 

and  packaging  facilities  are  the  personal  of  the  pool  plant  (except  that  for  which 
enterprise  of  and  at  the  personal  risk  of  a  cooperative  association  is  a  handler 
such  person.  pursuant  to  §  915.8(c))  or  diverted  by 

ri*  .  -u  .•  i  .  the  pool  plant  operator  pursuant  to  par- 

5915.10  Distributing  pl.ni.  agraph  <c>  of  this  section; 

■Distributing  plant”  means  a  plant  at  (b)  Received  directly  from  producers’ 
which  approved  milk  is  processed  and  farms  for  its  account  by  a  cooperative 
packaged  and  from  which  approved  milk  association  in  its  capacity  as  a  handler 
is  disposed  of  during  the  month  as  fluid  pursuant  to  §  915.8(c)  or  diverted  for  its 
milk  products  in  the  marketing  area  on  account  pursuant  to  paragraph  (c)  of 
routes.  this  section ;  and 

8915.11  Supply  plant.  (c)  Milk  diverted  to  a  pool  or  nonpool 

8  ’  *  plant  shall  be  considered  as  received  at 

“Supply  plant  means  a  plant  at  the  plant  from  which  it  was  diverted  for 
which  approved  milk  is  received  from  pooling  and  pricing  purposes.  During 
farms  and  is  shipped  to  and  received  at  the  months  of  September  through  De- 
a  distributing  plant  which  is  a  pool  plant,  cember,  producer  milk  shall  not  include 
§915.12  Pool  plant.  that  portion  of  the  milk  of  a  producer 

1<D/.  o  which  is  diverted  in  excess  of  16  days’ 

“Pool  plant’  means  a  distributing  Dro(juction 

plant  or  supply  plant  except  the  plant  of 

a  producer-handler  or  a  plant  exempt  §  915.15  Approved  milk, 
pursuiml  to  §  915  62  which  meets  the  ..Approved  mnk..  means  any  skim  mnk 
editions  set  forth  in  paragraph  (a)  or  and  butter(at  contained  in  mllfc,  skim 
D,J"  I  r  .  .  .  milk  or  cream  which  is  approved  by  a 

f  tv.m  .whlch  duly  constituted  health  authority  for 

JjSj  w  “STS thG  im?e"  distribution  as  Grade  A  milk, 
diately  preceding  month  there  is  dis¬ 
posed  of:  §  915.16  Other  source  milk. 

(1)  As  Class  I  milk  in  the  marketing  “Other  source  milk”  means  all  skim 
area  on  routes  not  less  than  15  percent  milk  and  butterfat  contained  in: 

of  such  plants  total  sales  of  packaged  (a)  Receipts  during  the  month  of 
Class  I  milk;  and  fluid  milk  products  except:  (1)  Fluid 

(2)  As  Class  I  milk  not  less  than  the  milk  products  received  from  pool  plants 
applicable  percentage  of  such  plants  re-  and  from  cooperative  associations  in 
ceipts  of  approved  milk  from  dairy  far-  their  capacity  as  handlers  pursuant  to 
mers  and  cooperative  associations  in  §  915.8(c),  (2)  producer  milk,  and  (3) 
their  capacity  as  handlers  pursuant  to  opening  inventory;  and 

5915.8(c):  .  (b)  Products,  other  than  fluid  milk 

(i)  September  through  December,  50  products,  from  any  source  (including 

percent ;  those  produced  at  the  plant)  which  are 

(ii)  January,  February,  July  and  Au-  reprocessed  or  converted  to ..  another 

gust,  45  percent;  product  in  the  plant  during  the  month, 

(iii)  March  through  June,  35  percent,  and  any  disappearance  of  nonfluid  milk 
(b)  A  supply  plant  from  which  during  products  not  otherwise  accounted  for. 

n*0t  l6SS  th/n  ?,°  ?erCent.0f  §  915.17  Fluid  milk  product, 
us  receipts  of  approved  milk  from  dairy 

farmers  and  from  cooperative  associa-  “Fluid  milk  product”  means  any  milk, 
tions  of  producers  in  their  capacity  as  s^im  milk,  buttermilk,  flavored  milk, 
handlers  pursuant  to  §  915.8(c)  is  milk  drinks  (flavored  or  plain),  concen- 
shipped  to  and  received  at  distributing  trated  milk  or  skim  milk,  yogurt,  cream 
Pool  plants:  Provided,  That  any  supply  (sweet  or  sour)  disposed' of  as  such,  and 
plant  which  is  a  pool  plant  by  reason  of  any  mixture  of  milk,  skim  milk  or  cream; 
meeting  the  required  percentages  in  this  except  sterilized  products  in  hermeti- 


^  the  handler  operating  that  plant. 

.  915.9  Producer-handler. 

^Producer-handler”  means  a  person 
venerates  both  a  dairy  farm(s)  and  a 
distributing  plant  at  which  each  of  the 
following  conditions  is  met  during  the 

B<!ft)hThe  butterfat  or  skim  milk  re- 
Jved  in  the  form  of  fluid  milk  products 
»t  the  plant  does  not  exceed  the  butter- 
fat  or  skim  milk,  respectively,  received 
rom  the  dairy  farm(s)  of  such  person 
and  from  pool  plants  of  other  handlers; 

^fb)  Such  person  provides  proof  that: 

(1)  The  maintenance,  care  and  man¬ 
agement  of  the  dairy  animals  and  other 
resources  used  to  produce  milk  on  his 
fftrm(s)  are  the  personal  enterprise  of 
and  at  the  personal  risk  of  such  person; 
and 

(2)  The  operation  of  the  processing 
and  packaging  facilities  are  the  personal 
enterprise  of  and  at  the  personal  risk  of 
such  person. 

§  915.10  Distributing  plant. 

"Distributing  plant”  means  a  plant  at 
which  approved  milk  is  processed  and 
packaged  and  from  which  approved  milk 
is  disposed  of  during  the  month  as  fluid 
milk  products  in  the  marketing  area  on 
routes. 

§915.11  Supply  plant. 

“Supply  plant”  means  a  plant  at 
which  approved  milk  is  received  from 
farms  and  is  shipped  to  and  received  at 
a  distributing  plant  which  is  a  pool  plant. 

§  915.12  Pool  plant. 

“Pool  plant”  means  a  distributing 
plant  or  supply  plant  except  the  plant  of 
a  producer-handler  or  a  plant  exempt 
pursuant  to  §  915.62  which  meets  the 
conditions  set  forth  in  paragraph  (a)  or 

(b)  of  this  section: 

(a)  A  distributing  plant  from  which 
during  the  month  or  during  the  imme¬ 
diately  preceding  month  there  is  dis¬ 
posed  of: 

(1)  As  Class  I  milk  in  the  marketing 
area  on  routes  not  less  than  15  percent 
of  such  plants  total  sales  of  packaged 
Class  I  milk ;  and 

(2)  As  Class  I  milk  not  less  than  the 
applicable  percentage  of  such  plants  re¬ 
ceipts  of  approved  milk  from  dairy  far¬ 
mers  and  cooperative  associations  in 
their  capacity  as  handlers  pursuant  to 
§915.8(0: 

(i)  September  through  December,  50 
percent; 

(ii)  January,  February,  July  and  Au¬ 
gust,  45  percent ; 

(iii)  March  through  June,  35  percent. 

(b)  A  supply  plant  from  which  during 
the  month  not  less  than  50  percent  of 
its  receipts  of  approved  milk  from  dairy 
farmers  and  from  cooperative  associa¬ 
tions  of  producers  in  their  capacity  as 
handlers  pursuant  to  §  915.8(c)  is 
snipped  to  and  received  at  distributing 
Pool  plants:  Provided,  That  any  supply 
Plant  which  is  a  pool  plant  by  reason  of 
meeting  the  required  percentages  in  this 


cally  sealed  containers,  eggnog,  frozen 
dessert  mixes,  ice  cream  mix,  aerated 
cream,  and  cultured  sour  mixtures  dis¬ 
posed  of  as  other  than  sour  cream. 

§  915.18  Route. 

“Route”  means  any  delivery  (includ¬ 
ing  delivery  through  a  vendor  and  sales 
from  a  plant  or  plant  store)  of  a  fluid 
milk  product  other  than  a  delivery  to  a 
pool  or  a  nonpool  plant. 

Market  Administrator  " 

§  915.20  Designation. 

The  agency  for  the  administration  of 
this  part  shall  be  a  market  administra¬ 
tor,  selected  by  the  Secretary,  who  shall 
be  entitled  to  such  compensation  as  may 
be  determined  by,  and  shall  be  subject 
to  removal  by  the  Secretary. 

§  915.21  Powers. 

The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
part: 

(a)  To  administer  its  terms  and  pro¬ 
visions; 

(b)  To  receive,  investigate,  and  report 
to  the  Secretary  complaints  of  viola¬ 
tions; 

(c)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions;  and 

(d)  To  recommend  amendments  to 
the  Secretary. 

§  915.22  Duties. 

The  market  administrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  part, 
including  but  not  limited  to  the  follow¬ 
ing: 

(a)  Within  45  days  following  the  date 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond  effective  as  of  the 
date  on  which  he  enters  upon  such 
duties,  and  conditioned  upon  the  faith¬ 
ful  performance  of  such  duties  in  an 
amount  and  with  surety  thereon  satis¬ 
factory  to  the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions; 

(c)  Obtain  a  bond  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  out  of  funds  provided  by 
§  915.86  the  cost  of  his  bond  and  of  the 
bonds  of  his  employees,  his  own  com¬ 
pensation,  and  all  other  expenses  (ex¬ 
cept  those  incurred  under  §  915.85)  nec¬ 
essary  and  incurred  by  him  in  the  main¬ 
tenance  and  functioning  of  his  office  and 
in  the  performance  of  his  duties; 

(e)  Keep  such  books  and  records  as 
.  will  clearly  reflect  the  transactions  pro- 
:  vided  for  in  this  part,  and  upon  request 

by  the  Secretary  surrender  the  same  to 
such  other  person  as  the  Secretary  may 
designate; 

*  (f)  Submit  his  books  and  records  to 

’  examination  by  the  Secretary  and  fur- 
■  nish  such  information  and  reports  as 
1  the  Secretary  may  request; 
l  (g)  Verify  all  reports  and  payments  by 
;  each  handler  by  audit  or  such  other  in- 
-  vestigation  as  may  be  necessary,  of  such 
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handler’s  records  and  facilities  and  of 
the  records  and  facilities  of  any  other 
handler  or  person  upon  whose  utilization 
the  classification  of  skim  milk  or  butter- 
fat  for  such  handler  depends; 

(h)  Publicly  announce,  at  his  discre¬ 
tion,  unless  otherwise  directed  by  the 
Secretary,  by  posting  in  a  conspicuous 
place  in  his  office  and  by  such  other 
means  as  he  deems  appropriate,  the 
name  of  any  person  who,  within  10  days 
after  the  date  upon  which  he  is  required 
to  perform  such  acts,  has  not; 

(1)  Made  reports  pursuant  to  §§915.- 
30  through  915.33; 

(2)  Maintained  adequate  records  and 
facilities  pursuant  to  $915.34;  or 

(3)  Made  payments  pursuant  to 
§§  915.80  through  915.86. 

(i)  On  or  before  the  14th  day  after 
the  end  of  each  month  report  to  each 
cooperative  association  which  so  re¬ 
quests,  the  amount  and  class  utilization 
of  milk  received  by  each  handler  from 
producers  who  are  members  of  such  co¬ 
operative  association.  For  the  purpose 
of  this  report,  the  milk  so  received  shall 
be  prorated  to  each  class  in  the  propor¬ 
tion  that  receipts  of  all  producer  milk 
by  such  handler  were  used  in  each  class; 

(j)  Publicly  announce  by  posting  in  a 
conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  appro¬ 
priate  the  prices  determined  for  each 
month  as  follows; 

(1)  On  or  before  the  5th  day  of  each 
month,  the  minimum  price  for  Class  I 
milk  pursuant  to  §915. 5 1(a)  and  the 
Class  I  butterfat  differential  pursuant 
to  §  915.52(a),  both  for  the  current 
month;  and  on  or  before  the  5th  day  of 
each  month  the  minimum  price  for  Class 
II  milk,  pursuant  to  §  915.51(b)  and  the 
Class  n  butterfat  differential  pursuant 
to  §  915.52(b),  both  for  the  month  im¬ 
mediately  preceding ;  and 

(2)  On  or  before  the  12th  day  of  each 
month,  the  applicable  uniform  price  (s) 
computed  pursuant  to  §  915.71  and  the 
producer  butterfat  differential  computed 
pursuant  to  §  915.72  both  applicable  to 
milk  delivered  during  the  previous 
month; 

(k)  Prepare  and  disseminate  to  the 
public  such  statistics  and  other  informa¬ 
tion  as  he  deems  advisable  and  as  do  not 
reveal  confidential  information. 

Reports,  Records,  and  Facilities 

§  915.30  Reports  of  receipts  and  utiliza¬ 
tion. 

On  or  before  the  7th  day  after  the  end 
of  each  delivery  period,  each  handler  for 
each  of  his  pool  plants  and  each  coopera¬ 
tive  association  which  is  a  handler  pur¬ 
suant  to  §  915.8  (b)  or  (c) ,  shall  report 
for  such  month  to  the  market  adminis¬ 
trator  in  the  detail  and  on  forms  pre¬ 
scribed  by  the  market  administrator  as 
follows; 

(a)  The  quantities  of  skim  milk  and 
butterfat  contained  in : 

(l)  Receipts  for  his  account  of  pro¬ 
ducer  milk  from  each  producer,  the 
average  butterfat  test,  the  pounds  of 
butterfat  contained  therein  and  the 
number  of  days  milk  was  received  from 
such  producer; 

(2)  Fluid  milk  products  received 
from  other  pool  plants  and  from  a  co¬ 


operative  association  in  its  capacity  as 
a  handler  pursuant  to  §  915.8(c) ; 

(3)  Other  source  milk; 

(4)  Inventories  on  hand  at  the  begin¬ 
ning  of  the  month. 

(b)  The  utilization  of  all  skim  milk 
and  butterfat  required  to  be  reported 
pursuant  to  paragraph  (a)  of  this  Sec¬ 
tion  and  inventories  of  fluid  milk 
products  on  hand  at  the  end  of  the 
month; 

(c)  The  disposition  of  fluid  milk  prod¬ 
ucts  in  the  marketing  area  on  routes; 
and 

(d)  Such  other  information  with  re¬ 
spect  to  his  sources  and  utilization  of 
butterfat  and  skim  milk  as  the  market 
administrator  may  prescribe. 

§  915.31  Payroll  reports. 

(a)  On  or  before  the  23d  day  of  each 
month;  each  handler  except  a  producer- 
handler  or  a  handler  making  payments 
pursuant  to  §  915.61  shall  submit  to  the 
market  .administrator  in  the  detail  and 
on  forms  approved  by  the  market  admin¬ 
istrator  his  producer  payroll  for  the 
preceding  month,  which  shall  show  for 
each  producer: 

(1)  His  name  and  address; 

(2)  The  total  pounds  of  milk,  the 
average  butterfat  test  thereof,  and  the 
pounds  of  butterfat  received  from  such 
producer  and  the  number  of  days  on 
which  milk  was  received  from  such 
producer; 

(3)  The  net  amount  of  payment  to 
producer;  and 

(4)  The  nature  and  amount  of  any 
deductions  or  charged  items  involved 
in  such  payments. 

(b)  Each  handler  making  payments 
pursuant  to  §  915.61(a)  shall  report  the 
information  required  pursuant  to  para¬ 
graph  (a)  of  this  section  substituting 
receipts  from  dairy  farmers  for  receipts 
from  producers. 

§  915.32  Other  reports. 

(a)  Each  producer-handler,  each  han¬ 
dler  making  payments  pursuant  to 
§  915.61(b)  and  each  handler  exempt 
pursuant  to  §  915.62  shall  make  reports 
to  the  market  administrator  at  such  time 
and  in  such  manner  as  the  market  ad¬ 
ministrator  may  prescribe; 

(b)  On  or  before  the  7th  day  after  the 
end  of  each  month  each  handler  making 
payments  pursuant  to  §  915.61(a)  shall 
report  to  the  market  administrator  the 
information  required  of  handlers  pur¬ 
suant  to  §  915.30  substituting  receipts 
from  dairy  farmers  for  receipts  from 
producers;  and 

(c)  Each  handler  who  causes  producer 
milk  to  be  diverted  to  any  plant  shall 
report,  prior  to  such  diversion,  to  the 
market  administrator  and  to  the  co¬ 
operative  association  of  which  such  pro¬ 
ducer  is  a  member,  his  intention  to 
divert  such  milk,  the  proposed  date  or 
dates  of  such  diversion  and  the  plant  to 
which  such  milk  is  to  be  diverted. 

§  915.33  Reports  to  cooperative  asso¬ 
ciations. 

Each  handler  who  receives  milk  from 
producers  for  which  payment  is  to  be 
made  to  a  cooperative  association  pursu¬ 
ant  to  §  915.80(b)  shall  report  on  or  be¬ 
fore  the  7th  day  after  the  end  of  the 


month  to  such  cooperative  associate 
with  respect  to  each  such  producer00 
forms  approved  by  the  market  adm^011 
strator,  as  follows:  wmtni. 

(a)  The  days  of  delivery,  the  tot , 

pounds  of  milk,  and  the  average  butt/ 
fat  test  of  milk  received  from  such  n/] 
ducer  during  the  month;  pro* 

(b)  The  amount  or  rate  and  natures 

any  deductions;  and  01 

(c)  The  amount  of  any  payments 

such  producer  pursuant  to  §  15.84.  e 
§  915.34  Records  and  facilities. 

Each  handler  shall  maintain  andmakp 
available  to  the  market  administrator  or 
to  his  representative  during  the  usual 
hours  of  business  such  accounts  and  rec¬ 
ords  of  his  operations  and  such  facilities 
as  the  market  administrator  dean* 
necessary  for  the  market  administrator 
to  verify  or  establish  the  correct  data 
wTith  respect  to: 

(a)  The  receipts  of  producer  milk  and 
other  source  milk  and  the  utilization  of 
such  receipts; 

(b)  The  weights  and  tests  for  butter- 
fat  and  other  content  of  all  milk,  skim 
milk,  cream  and  milk  products  handled 

(c)  Payments  to  producers  and  co¬ 
operative  associations;  and 

(d)  The  pounds  of  skim  milk  and 
butterfat  contained  in  or  represented  by 
all  milk,  skim  milk,  cream,  and  each 
milk  product  on  hand  at  the  beginning 
and  at  the  end  of  each  delivery  period. 

§  915.35  Retention  of  records. 

All  books  and  records  required  imfor 
this  order  to  be  made  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  three  yean 
to  begin  at  the  end  of  the  calendar 
month  to  which  such  books  and  records 
pertain:  Provided,  That,  if  within  such 
three-year  period,  the  market  adminis¬ 
trator  notifies  the  handler  in  writing  that 
the  retention  of  such  books  and  records, 
or  of  specified  books  and  records,  is 
necessary  in  conection  with  a  proceed¬ 
ing  under  section  8c  (15)  (A)  of  the  Act, 
or  a  court  action  specified  in  such  notice, 
the  handler  shall  retain  such  books  and 
records,  or  specified  books  and  records, 
until  further  written  notification  from 
the  market  administrator.  In  either 
case  the  market  administrator  shall 
give  further  written  notification  to  the 
handler  promptly  upon  the  termination 
of  the  litigation  or  when  the  records  are 
no  longer  necessary  in  connection 
therewith. 

Classification 

§  915.40  Skint  milk  and  butterfat  lobe 
classified. 

All  skim  milk  and  butterfat  received 
within  the  month  for  which  utilization 
is  required  to  be  reported  pursuant  to 
§§  915.30  through  915.32  shall  be  classi¬ 
fied  by  the  market  administrator  pursu¬ 
ant  to  the  provisions  of  §§  915.41  through 
915.46.  If  any  of  the  water  contained 
in  the  milk  from  which  a  product  is 
made  is  removed  before  the  product  is 
utilized  or  disposed  of  by  a  handler,  the 
pounds  of  skim  milk  used  or  disposed  oi 
in  such  product  shall  be  considered  to  be 
an  amount  equivalent  to  the  nonfat  mil 
solids  contained  in  such  product,  plus  si 
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the  water  originally  associated  with  such 
solids- 

§915.41  Classes  of  utilization. 

subject  to  the  conditions  set  forth  in 
s*915  43  and  915.44,  the  classes  of  utili- 
ation  shall  be  as  follows: 

(a)  Class  I  milk  shall  be  all  skim  milk 

and  butterfat: 

(1)  Disposed  of  in  the  form  of  fluid 
milk  products  except: 

(1)  Fluid  milk  products  classified  as 
Class  II  pursuant  to  paragraph  (b)(2), 

(3)  and  (4)  of  this  section;  and 

(ii)  Fluid  milk  products  which  are 
fortified  with  nonfat  milk  solids  shall  be 
Class  I  in  an  amount  equal  only  to  the 
weight  of  an  equal  volume  of  an  unforti¬ 
fied  product  of  the  same  butterfat  con¬ 
tent;  and 

(2)  Not  specifically  accounted  for  as 
Class  II  utilization , 

(b)  Class  II  milk  shall  be  all  skim  milk 

and  butterfat: 

(1)  Used  to  produce  any  products 
other  than  fluid  milk  products; 

(2)  Disposed  of  and  used  for  starter 
churning,  wholesale  baking  and  candy 
making  purposes; 

(3)  Disposed  of  as  livestock  feed; 

(4)  In  skim  milk: 

(i)  Dumped  after  prior  notification  to 
and  opportunity  for  verification  by  the 
market  administrator;  and 

(ii)  The  weight  of  skim  milk  in  forti¬ 
fied  fluid  milk  products  which  is  not  clas¬ 
sified  as  Class  I  pursuant  to  subpara¬ 
graph  (a)(1)  of  this  section; 

(5)  In  inventory  of  fluid  milk  products 
on  hand  at  the  end  of  the  month ; 

(6)  In  actual  shrinkage  of  skim  milk 
and  butterfat,  respectively,  allocated 
pursuant  to  §  915.42(b)  (1)  but  not  in 
excess  of: 

(i)  Two  percent  of  milk  received  at  a 
pool  plant  directly  from  producers ;  plus 

(ii)  Two  percent  of  milk  received  from 
a  cooperative  association  handler  pursu¬ 
ant  to  §  915.8(c),  if  the  handler  operat¬ 
ing  the  pool  plant  files  with  the  market 
administrator  notice  that  he  is  purchas¬ 
ing  such  milk  on  the  basis  of  farm 
weights  determined  by  farm  bulk  tank 
calibrations;  plus 

(iii)  One  and  one-half  percent  of  milk 
received  in  bulk  from  pool  plants  of  other 
handlers  or  received  from  cooperative 
associations  pursuant  to  §  915.8(c)  un¬ 
less  two  percent  shrinkage  is  assigned 
pursuant  to  subdivision  (ii)  of  this  sub- 
paragraph;  less 

(iv)  One  and  one-half  percent  of  milk 
disposed  of  in  bulk  to  other  plants;  and 
less 

(v)  One  and  one -half  percent  of  milk 
disposed  of  to  plants  by  a  cooperative 
association  handler  pursuant  to  §  915.8 

(c)  unless  two  percent  shrinkage  is  as¬ 
signed  pursuant  to  subdivision  (ii)  of 
this  subparagraph. 

(7)  In  shrinkage  allocated  to  other 
source  milk  pursuant  to  §  915.42(b)  (2). 

§  915.42  Shrinkage. 

The  market  administrator  shall  allo¬ 
cate  shrinkage  over  a  handler’s  receipts 
as  follows : 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat,  respectively, 
for  each  handler;  and 
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(b)  Prorate  the  resulting  amounts 
between:  ] 

(1)  The  maximum  pounds  of  skim 
milk  and  butterfat  pursuant  to  §  915.41  i 
(b)  (6)  divided  by  0.02;  and 

(2)  The  pounds  of  skim  milk  and  1 
butterfat  in  other  source  milk  received 
in  the  form  of  bulk  fluid  milk  products. 

§  915.43  Responsibility  of  handlers  and 
reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  Class  I  milk  unless  the  handler  who 
first  receives  such  skim  milk  or  butterfat 
can  establish  to  the  satisfaction  of  the 
market  administrator  that  such  skim 
milk  or  butterfat  should  be  classified 
otherwise. 

(b)  Any  skim  milk  or  butterfat  shall 
be  reclassified  if  verification  by  the  mar¬ 
ket  administrator  discloses  that  the 
original  classification  was  incorrect. 

§  915.44  Transfers. 

Skim  milk  or  butterfat  transferred  or 
diverted  in  bulk  fluid  form  from  a  pool 
plant  or  by  a  cooperative  association  in 
its  capacity  as  a  handler  pursuant  to 
§  915.8(c)  shall  be  classified: 

(a)  As  Class  I  milk  if  transferred  or 
diverted  to  a  pool  plant  unless: 

(1)  The  transferee  and  transferor 
handlers  claim  Class  II  utilization  in 
their  reports  submitted  pursuant  to 
§  915.30; 

(2)  The  transferee  plant  has  utiliza¬ 
tion  in  Class  n  of  an  equivalent  amount 
of  skim  milk  and  butterfat,  respectively, 
after  the  subtractions  of  other  source 
milk  pursuant  to  §  915.46  (&)  (5)  and  the 
corresponding  step  of  (b) :  Provided, 
That  if  either  or  both  plants  have  re¬ 
ceived  other  source  milk,  the  skim  milk 
or  butterfat  so  transferred  shall  be 
classified  at  both  plants  so  as  to  allocate 
the  greatest  possible  Class  I  utilization 
to  producer  milk;  and 

(3)  If  a  specified  utilization  is  not 
claimed  by  both  handlers,  subject  to 
subparagraph  (2)  of  this  paragraph, 
skim  milk  and  butterfat  transferred  to 
the  pool  plant  of  another  handler  by  a 
cooperative  association  which  is  a  han¬ 
dler  pursuant  to  §  915.8(c)  shall  be  clas¬ 
sified  pro  rata  to  the  respective  amounts 
remaining  in  each  class  for  such  month 
at  the  pool  plant  of  the  receiving  han¬ 
dler  after  the  computations  pursuant  to 
§  915.46(a)  (7)  and  the  corresponding 
step  of  (b) . 

(b)  As  Class  I  milk  if  transferred  to 
the  plant  of  a  producer-handler; 

(c)  As  Class  I  milk  if  transferred  or 
diverted  to  a  nonpool  plant  unless  the 
market  administrator  is  permitted  to 
audit  the  records  of  receipts  and  utili¬ 
zation  at  such  nonpool  plants,  in  which 
case  it  shall  be  classified  as  Class  I  to 
the  extent  of  the  following  pro  rata 
computation: 

(1)  From  the  total  skim  milk  and  but¬ 
terfat,  respectively,  disposed  of  from 
such  nonpool  plant  and  classified  as 
Class  I  milk  pursuant  to  the  provisions 
of  this  part  applied  to  such  nonpool 
plant  subtract  the  skim  milk  and  butter¬ 
fat  in  approved  milk  received  at  such 
plant  directly  from  dairy  farmers  who 
the  market  administrator  determines 
constitute  the  regular  source  of  supply 
for  such  nonpool  plant; 


(2)  Prorate  the  remaining  Class  I  uti¬ 
lization  to  receipts  of  skim  milk  and  but¬ 
terfat  in  fluid  form  which  are  fully 
subject  to  the  classification  and  pooling 
provisions  of  this  and  other  Federal  milk 
orders  issued  pursuant  to  the  Act. 

§  915.45  Computation  of  skim  milk  and 
butterfat  in  each  class. 

For  each  month  the  market  adminis¬ 
trator  shall  correct  mathematical  and 
other  obvious  errors  in  the  report  of  re¬ 
ceipts  and  utilization  submitted  by  each 
handler  and  shall  compute  the  total 
pounds  of  skim  milk  and  butterfat,  re¬ 
spectively,  in  Class  I  milk  and  Class  n 
milk  for  such  handler. 

§  915.46  Allocation  of  skim  milk  and 
butterfat  classified. 

After  making  the  computations  pur¬ 
suant  to  §  915.45,  the  market  administra¬ 
tor  shall  determine  the  classification  of 
milk  received  from  producers  at  the  pool 
plants  of  each  handler  as  follows: 

(a)  Skim  milk  shall  be  allocated  in  the 
following  manner: 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  n  the  shrinkage  of 
skim  milk  classified  as  Class  n  pursuant 
to  §  915.41(b)  (6); 

(2)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  n,  the  pounds  of 
skim  milk  in  other  source  milk  not  sub¬ 
ject  to  the  pricing  and  pooling  provisions 
of  another  order  issued  pursuant  to  the 
Act; 

(3)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  n,  the  pounds  of 
skim  milk  in  other  source  milk  which 
are  pooled  but  not  priced  as  Class  I  un¬ 
der  the  provisions  of  another  order  is- 
pursuant  to  the  Act; 

(4)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  n,  the  pounds  of 
skim  milk  in  other  source  milk  which 
are  pooled  and  priced  as  Class  I  under 
the  provisions  of  another  order  issued 
pursuant  to  the  Act; 

(5)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 

i  beginning  with  Class  n,  the  pounds  of 
L  skim  milk  contained  in  inventory  of  fluid 
milk  products  on  hand  at  the  beginning 
,  of  the  month; 

;  (6)  Add  to  the  pounds  of  skim  milk 

remaining  in  Class  n  the  pounds  of  skim 
i  milk  subtracted  pursuant  to  subpara¬ 
graph  (1)  of  this  paragraph; 

(7)  Subtract  from  the  pounds  of  skim 
5  milk  remaining  in  each  class  the  skim 

>  milk  received  from  other  pool  plants  or 
.  from  a  cooperative  association  in  its 
t  capacity  as  a  handler  pursuant  to 

>  §  915.8(c)  according  to  its  classification 
i  as  determined  pursuant  to  §  915.44(a) 

(1)  and  (2) ; 

(8)  Subtract  from  the  pounds  of  skim 
i  milk  remaining  in  each  class,  the  skim 
3  milk  received  from  a  cooperative  asso- 
3  ciation  in  its  capacity  as  a  handler  pur- 
1  suant  to  §  915.8(c)  according  to  its 
-  classification  as  determined  pursuant  to 
i  5  915.44(a)(3);  and 

a  (9)  Subtract  from  the  pounds  of  skim 
s  milk  remaining  in  each  class  any  amount 
7  by  which  the  pounds  of  skim  milk  re¬ 
maining  in  both  classes  exceed  the 
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pounds  of  skim  milk  in  milk  received 
from  producers  in  series  beginning  with 
Class  n.  Such  excess  shall  be  called 
“overage”. 

(b)  Butterfat  shall  be  allocated  in 
accordance  with  the  same  procedure 
outlined  for  skim  milk  in  paragraph  (a) 
of  this  section; 

(c)  Determine  the  weighted  average 
butterfat  content  of  the  Class  I  milk  and 
of  the  Class  n  milk  computed  pursuant 
to  paragraphs  (a)  and  (b)  of  this 
section. 

§  915.47  Inventory  reclassification. 

From  any  skim  milk  or  butterfat  allo¬ 
cated  to  Class  I  milk  pursuant  to 
§  915.46(a)  (5)  and  the  corresponding 
step  in  §  915.46(b)  subtract  in  the 
following  sequence  the  skim  milk  and 
butterfat,  respectively,  allocated  to 
Class  II  during  the  preceding  month: 

(a)  That  remaining  in  Class  n  after 
the  computation  pursuant  to  §  915.46 

(a) (5)  and  the  corresponding  step  of 

(b)  ;  and 

(b)  That  subtracted  from  Class  II 
pursuant  to  §  915.46  (a)  (4)  and  the  cor¬ 
responding  step  of  (b) . 

Minimum  Prices 
§  915.50  Basic  formula  price. 

The  basic  formula  price  for  the  month 
shall  be  the  higher  of  the  prices  com¬ 
puted  pursuant  to  paragraph  (a)  or  (b) 
of  this  section. 

(a)  The  average  of  the  basic  or  field 
prices  per  hundredweight  reported  to 
have  been  paid  or  to  be  paid  for  milk  of 

3.5  percent  butterfat  content  received 
from  farmers  during  the  month  at  the 
following  plants  or  places  for  which 
prices  have  been  reported  to  the  market 
administrator  or  to  the  Department. 

Present  Operator  and  Location 

Carnation  Co.,  Sparta,  Mich. 

Pet  Milk  Co.,  Wayland,  Mich. 

Borden  Co.,  Orfordville,  Wis. 

Pet  Milk  Co.,  Coopersville,  Mich. 

Borden  Co.,  New  London,  Wis. 

Carnation  Co.,  Richland  Center,  Wis. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Belleville,  Wis. 

White  House  Milk  Co.,  Manitowoc,  Wis. 

White  House  Milk  Co.,  West  Bend,  Wis. 

(b)  The  price  per  hundredweight 
computed  by  adding  together  the  plus 
values  pursuant  to  subparagraphs  (1) 
and  (2)  of  this  paragraph: 

(1)  To  the  simple  average,  as  com¬ 
puted  by  the  market  administrator,  of 
the  daily  wholesale  selling  prices  (using 
the  midpoint  of  any  price  range  as  one 
price)  of  Grade  A  (92-score)  bulk 
creamery  butter  per  pound  at  Chicago 
as  reported  by  the  Department  during 
the  delivery  period,  add  20  percent  there¬ 
of  and  multiply  by  3.5;  and 

(2)  To  the  simple  average,  as  com¬ 
puted  by  the  market  administrator,  of 
the  weighted  averages  of  carlot  prices 
per  pound  of  nonfat  dry  milk,  spray  and 
roller  process,  respectively,  for  human 
consumption,  f.o.b.  manufacturing  plants 
in  the  Chicago  area,  as  published  for  the 
period  from  the  26th  day  of  the  preceding 
month  through  the  25th  day  of  the  cur¬ 
rent  month  by  the  Department,  deduct 

5.5  cents,  and  multiply  by  7. 


§  915.51  Class  prices. 

Subject  to  the  provisions  of  §§  915.52 
and  915.53,  the  minimum  class  prices  per 
hundredweight  of  milk  containing  3.5 
percent  butterfat  to  be  paid  by  each  han¬ 
dler  for  milk  received  from  producers 
during  the  month  shall  be  as  follows: 

(a)  Class  I  milk  price.  The  Class  I 
milk  price  each  month  for  the  first 
eighteen  months  beginning  with  the  ef¬ 
fective  date  of  this  section  shall  be  10 
cents  less  than  the  Greater  Kansas  City 
Federal  milk  order  (Part  913  of  this 
chapter)  Class  I  price  for  the  same 
month; 

(b)  Class  II  milk.  The  Class  II 
milk  price  price  shall  be  the  higher  of: 

(1)  The  average  of  the  basic  or  field 
prices  per  hundredweight  reported  to 
have  been  paid  or  to  be  paid  for  ungraded 
milk  of  3.5  percent  butterfat  content  re¬ 
ceived  from  farmers  during  the  delivery 
period  at  the  following  plants  for  which 
prices  have  been  reported  to  the  market 
administrator,  plus  24  cents. 

Present  Operator  and  Location 

Carnation  Co.,  Girard,  Kans. 

Kraft  Foods  Co.,  Nevada,  Mo. 

Pet  Milk  Co.,  Iola,  Kans. 

Swift  and  Co.,  Parsons,  Kans.;  or 

(2)  The  price  per  hundredweight  com¬ 
puted  as  follows: 

(i)  Multiply  by  4.24  the  simple  aver¬ 
age,  as  computed  by  the  market  adminis¬ 
trator,  of  the  daily  wholesale  selling 
prices  (using  the  midpoint  of  any  price 
range  as  one  price)  of  Grade  AA  (93- 
score)  bulk  creamery  butter  per  pound  at 
Chicago  as  reported  by  the  Department 
during  the  delivery  period:  Provided , 
That,  if  no  price  is  reported  for  Grade 
AA  (93 -score)  butter,  the  highest  of  the 
prices  reported  for  Grade  A  (92 -score) 
butter  for  that  day  shall  be  used; 

(ii)  Multiply  by  8.2  the  weighted  aver¬ 
age  of  carlot  prices  per  pound  for  spray 
process  nonfat  dry  milk,  for  human  con¬ 
sumption,  f.o.b.  manufacturing  plants  in 
the  Chicago  area,  as  published  for  the 
period  from  the  26th  day  of  the  immedi¬ 
ately  preceding  delivery  period  through 
the  25th  day  of  the  current  delivery  pe¬ 
riod,  by  the  Department;  and 

(iii)  From  the  sum  of  the  results  ar¬ 
rived  at  under  subdivisions  (i)  and  (ii) 
of  this  subparagraph,  subtract  69  cents. 

§  915.52  Butterfat  differentials  to  han¬ 
dlers. 

If  the  average  butterfat  content  of  the 
milk  of  any  handler  allocated  to  either 
class  pursuant  to  §  915.46(c)  is  more  or 
less  than  3.5  percent,  there  shall  be  added 
to  the  respective  class  price  computed 
pursuant  to  §  915.51  for  each  one-tenth 
of  1  percent  that  the  average  butterfat 
content  of  such  milk  is  above  3.5  percent, 
or  subtracted  for  each  one-tenth  of  1 
percent  that  such  average  butterfat  con¬ 
tent  is  below  3.5  percent,  an  amount 
equal  to  the  butterfat  differential  com¬ 
puted  as  follows: 

(a)  For  Class  I  milk,  multiply  the 
butter  price  specified  in  §  915.50(b)  (1) 
by  1.2,  divide  the  result  by  10;  and  round 
to  the  nearest  one-tenth  of  a  cent. 

(b)  For  Class  n  milk,  multiply  the 
butter  price  specified  in  §  915.50(b)  (1) 


by  1.15,  divide  the  result  by  10,  and  round 
to  the  nearest  one-tenth  of  a  cent  Una 

§  915.53  Location  differentials  to  ha 
dlers.  n"*' 

(a)  For  milk  which  is  received  from 
producers  at  a  pool  plant  located  mom 
than  50  miles  by  the  shortest  high®!! 
distance,  as  determined  by  the  marktt 
administrator,  from  the  City  Hall  in 
ther  St.  Joseph,  Missouri,  or  Sabetha 
Kansas,  whichever  is  nearer,  and  which 
is  classified  as  Class  I  milk,  the  prices 
computed  pursuant  to  §  915.51(a)  shah 
be  reduced  by  10  cents  if  such  plant  is 
located  more  than  50  miles  but  not  more 
than  60  miles  from  such  City  Hall,  and 
by  an  additional  one  and  one-half  cents 
for  each  10  miles  or  fraction  thereof 
that  such  distance  exceeds  60  miles; 

(b)  Milk  moved  in  bulk  from  a  plant 
as  defined  in  §  915.12,  (a)  or  (b)  to  a 
plant  as  defined  in  §  915.12(a)  shall  be 
considered  to  be  Class  I  milk  to  the  ex- 
tent  that  the  Class  I  milk  disposed  of 
from  the  transferee  plant  exceeds  re-  ' 
ceipts  of  milk  from  producers’  farms 
Provided,  That  for  the  purpose  of  calcu! 
lating  such  location  differential,  trans¬ 
fers  of  milk,  skim  milk  and  cream  be¬ 
tween  pool  plants  shall  be  assigned  to 
Class  I  milk  in  a  volume  not  in  excess 
of  that  by  which  Class  I  disposition  at 
the  transferee  plant  exceeds  receipts 
from  producers  and  from  cooperative 
associations  in  their  capacity  as  han¬ 
dlers  pursuant  to  §  915.8(c),  such  as¬ 
signment  to  transferor  plants  to  be  made 
first  to  plants  at  which  no  location  credit 
is  applicable  and  then  in  sequence  be¬ 
ginning  with  the  plant  at  which  the 
lowest  location  differential  would  apply. 

§  915.54  Rate  of  compensatory  payment 

The  rate  of  compensatory  payment 
shall  be  calculated  as  follows:  Subtract 
the  Class  II  milk  price,  adjusted  by  the 
Class  II  butterfat  differential,  from  the 
Class  I  milk  price  adjusted  by  the  Class 
I  butterfat  differential  and  the  Class  I 
location  differential  rates  set  forth  in 
§  915.53  for  the  location  of  the  plant  at 
which  the  milk  was  received  from 
farmers. 

§  915.55  Use  of  equivalent  prices. 

If  for  any  reason  a  price  specified  by 
this  part  for  computing  class  prices  or 
for  other  purposes  is  not  available  in  the 
manner  described  in  this  part,  the  mar¬ 
ket  administrator  shall  use  a  price  de¬ 
termined  by  the  Secretary  to  be  equiva¬ 
lent  to  the  price  which  is  specified. 

Application  of  Provisions 
§  915.60  Producer-handlers. 

Sections  915.40  through  915.46,  91550 
through  915.53,  915.61,  915.70,  915.71, 
915.80  through  915.88  shall  not  apply  to 
a  producer-handler. 

§  915.61  Handlers  operating  nonpool 
distributing  plants. 

In  lieu  of  the  payments  required  pur¬ 
suant  to  §§  915.80  through  915.89,  each 
handler,  other  than  a  producer-handler 
or  one  exempt  pursuant  to  §  915.62,  who 
operates  during  the  month  a  nonpod 
distributing  plant,  shall  pay  to  the  mar- 
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administrator  within  5  days  after  time  and  in  such  manner  as  the  market  average  butterfat  content  is  less  than 

1:61  receipt  of  notice  from  the  market  administrator  may  require  and  allow  3.5  percent,  an  amount  computed  by  mul- 

S  inistrator  that  he  is  subject  to  the  verification  of  such  reports  by  the  mar-  tiplying  the  butterfat  differential  com- 
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visions  of  this  section  for  the  first  ket  administrator:  puted  pursuant  to  §  915.72  by  the  tota 

pr°P  and  thereafter  on  or  before  the  25th  (a)  Any  plant  qualified  pursuant  to  hundredweight  of  such  milk; 
jim  after  the  end  of  the  month  the  §  915.12(a)  which  disposes  of  a  lesser  (c)  Add  an  amount  equal  to  the  sun 
mounts  calculated  pursuant  to  para-  volume  of  Class  I  milk  in  the  St.  Joseph,  of  deductions  to  be  made  from  produce: 

Dh  (a)  of  this  section  unless  the  han-  Missouri,  marketing  area  than  in  a  mar-  payments  for  location  differentials  pur 
rifr  elects,  at  the  time  of  reporting  pur-  keting  area  where  the  handling  of  milk  suant  to  §  915.73; 
deant  to  §  915.30,  to  pay  the  amounts  is  regulated  pursuant  to  another  order  (d)  Add  an  amount  equal  to  one-hal 
mouted  pursuant  to  paragraph  (b)  of  issued  pursuant  to  the  Act,  and  which  of  the  unobligated  balance  in  the  pro 
fhis  section:  is  subject  to  the  classification  and  pric-  ducer -settlement  fund; 


puted  pursuant  to  §  915.72  by  the  total 
hundredweight  of  such  milk; 

(c)  Add  an  amount  equal  to  the  sum 
of  deductions  to  be  made  from  producer 
payments  for  location  differentials  pur¬ 
suant  to  §  915.73; 

(d)  Add  an  amount  equal  to  one-half 


(a)  An  amount: 

1)  For  deposit  in  the  producer - 
cPttlement  fund,  equal  to  any  plus 
fmmint  remaining  after  deducting  the 


ing  provisions  of  such  other  order  is 
exempted ; 

(b)  Any  plant  qualified  pursuant  to 
§  915.12(b)  for  any  portion  of  the  period 


amounts  paid  pursuant  to  subdivisions  January  through  August,  inclusive,  that  more  than  5  cents. 
0)  and  (ii)  of  this  subparagraph  from  the  milk  of  producers  at  such  plant  is  §92572  n  it  f 


(e)  Divide  by  the  total  hundredweight 
of  milk  included  in  these  computations; 
and 

(f)  Subtract  not  less  than  4  cents  nor 


the  obligation  that  would  have  been 
computed  pursuant  to  §  915.70  for  such 
nonpool  plant  had  such  plant  been  a 

pool  plant: 

(1)  The  gross  payments  made  on  or 
before  the  15th  day  after  the  end  of  the 
month  for  milk  received  at  such  nonpool 
plant  during  the  delivery  period  from 
dairy  farmers  who  supply  approved  milk, 
and 

(ii)  Any  payments  to  the  producer- 
settlement  funds  under  other  orders  is¬ 
sued  pursuant  to  the  Act  applicable  to 
milk  handled  at  such  plant  during  the 
month  as  a  partially  regulated  plant 
under  such  other  orders. 

(2)  For  administrative  assessment, 
equal  to  the  amount  which  would  have 
been  computed  pursuant  to  §  915.86  if 
such  nonpool  plant  were  a  pool  plant 
during  the  month:  Provided,  That  such 
amount  shall  be  reduced  by  any  amount 
paid  as  an  administrative  assessment  de¬ 
termined  on  the  basis  of  Class  I  milk  dis¬ 
posed  of  on  routes  in  other  marketing 
areas  pursuant  to  the  terms  of  other 
orders  issued  pursuant  to  the  Act:  And 
provided  further.  That  if  an  administra¬ 
tive  assessment  is  applied  at  such  non¬ 
pool  plant  as  if  a  fully  regulated  plant 
pursuant  to  another  milk  order  issued 
pursuant  to  the  Act,  no  administrative 
expense  assessment  shall  be  applicable 
under  this  order;  or 

(b)  An  amount: 

(1)  For  deposit  in  the  producer- 
settlement  fund,  equal  to  the  hundred¬ 
weight  of  skim  milk  and  butterfat  dis¬ 
posed  of  as  Class  I  milk  in  the  marketing 
area  on  routes  multiplied  by  the  rate  of 
compensatory  payment  pursuant  to 
§915.54; 

(2)  For  administrative  assessment, 
equal  to  the  rate  specified  in  §  915.86 
multiplied  by  the  hundredweight  of  Class 
I  milk  disposed  of  in  the  marketing  area, 
unless  an  administrative  assessment  is 
applied  to  milk  at  such  nonpool  plant 
pursuant  to  another  order  issued  pur¬ 
suant  to  the  Act  on  the  same  basis  as 
plants  fully  regulated  by  such  other 
order. 

§  915.62  Plants  subject  to  other  Federal 
orders. 

A  plant  specified  in  paragraph  (a)  or 
(b)  of  this  section  shall  be  exempted 
from  all  the  provisions  of  this  part,  ex¬ 
cept  that  the  operator  of  such  plant 
shall,  with  respect  to  total  receipts  and 
utilization  or  disposition  of  skim  milk 
and  butterfat  at  the  plant,  make  reports 
to  the  market  administrator  at  such 


subject  to  the  classification  and  pricing 
provisions  of  another  order  issued  pur¬ 
suant  to  the  Act  and  the  Secretary  de¬ 
termines  that  such  plant  should  be  ex¬ 
empted  from  this  part. 

Determination  of  Uniform  Price 

§  915.70  Computation  of  the  obligation 
of  each  pool  handler. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  obligation  of 
each  pool  handler  as  follows: 

(a)  Multiply  the  pounds  of  milk  in 
each  class  computed  pursuant  to  §  915.46 
(c)  by  the  applicable  class  price  and 
add  together  the  resulting  amounts; 

(b)  Add  an  amount  computed  by  mul¬ 
tiplying  the  pounds  of  overage  deducted 
from  each  class  pursuant  to  §  915.46 
(a)  (9)  and  (b)  (9)  by  the  applicable 
class  price; 

(c)  Add  the  amounts  obtained  by  mul¬ 
tiplying  the  difference  between  the  Class 
II  price  for  the  preceding  month  and  the 
Class  I  price  for  the  current  month  by 
the  hundredweight  of  skim  milk  and 
butterfat: 

(1)  Subtracted  pursuant  to  §915.47 

(a)  ;  and 

(2)  Any  plus  amount  remaining  after 
the  calculation  pursuant  to  §  915.47(b). 

(d)  Add  an  amount  obtained  by  mul¬ 
tiplying  the  hundredweight  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
milk  pursuant  to  §  915.46(a)  (2)  and  (3) 
and  the  corresponding  steps  of  §  915.46 

(b)  by  the  rate  of  compensatory  payment 
pursuant  to  §  915.54:  Provided,  That  such 
calculation  shall  not  apply  if  the  total 
receipts  of  producer  milk  at  pool  plants 
during  the  month  are  not  more  than  110 
percent  of  the  total  net  Class  I  utilization 
of  such  plants  for  the  month. 

§  915.71  Computation  of  the  uniform 
price. 

For  each  month,  the  market  adminis¬ 
trator  shall  compute  the  uniform  price 
per  hundredweight  of  producer  milk  of 
3.5  percent  butterfat  content,  .f.o.b.  mar¬ 
keting  area,  as  follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  §  915.70  for  all 
handlers  who  submit  reports  pursuant 
to  §  915.30  and  who  are  not  in  default 
of  payments  pursuant  to  §§915.80  and 
915.82; 

(b)  Subtract  for  each  one-tenth  per¬ 
cent  by  which  the  average  butterfat  con¬ 
tent  of  the  milk  included  in  these  com¬ 
putations  is  greater  than  3.5  percent,  or 
add  for  each  one-tenth  percent  that  such 


§  915.72  Butterfat  differential  to  pro¬ 
ducers. 

In  making  payments  pursuant  to 
§  915.80,  there  shall  be  added  to  or  sub¬ 
tracted  from  the  uniform  price  for  each 
one-tenth  of  one  percent  that  the  average 
butterfat  content  of  the  milk  received 
from  the  producer  is  above  or  below  3.5 
percent,  respectively,  an  amount  com¬ 
puted  by  multiplying  the  pounds  of 
butterfat  in  producer  milk  allocated  to 
each  class  by  the  appropriate  butterfat 
differential  for  such  class  as  determined 
pursuant  to  §  915.52,  dividing  by  the  total 
butterfat  in  producer  milk,  and  rounding 
to  the  nearest  tenth  of  a  cent. 

§  915.73  Location  differential  to  pro¬ 
ducers. 

In  making  payments  to  producers  for 
milk  received  at  a  pool  plant  located 
more  than  50  miles  by  the  shortest  high¬ 
way  distance,  as  determined  by  the  mar¬ 
ket  administrator,  from  the  City  Hall  in 
either  St.  Joseph,  Missouri,  or  Sabetha, 
Kansas,  whichever  is  nearer,  there  shall 
be  deducted  10  cents  per  hundredweight 
of  milk  for  distances  of  more  than  50 
but  not  more  than  60  miles,  plus  an  ad¬ 
ditional  one  and  one-half  cents  for  each 
additional  10  miles  or  fraction  thereof  in 
excess  of  60  miles. 

Payments 

§  915.80  Time  and  method  of  payment. 

Each  handler  shall  make  payment  as 
follows: 

(a)  On  or  before  the  15th  day  after 
the  end  of  the  month  during  which  the 
milk  was  received,  to  each  producer  for 
whom  payment  is  not  made  pursuant  to 
paragraph  (c)  of  this  section,  an  amount 
equal  to  not  less  than  the  appropriate 
uniform  price  pursuant  to  §  915.71,  ad¬ 
justed  by  the  butterfat  and  location 
differentials  to  producers  pursuant  to 
§§  915.72  and  915.73  subject  to  the  fol¬ 
lowing  adjustments: 

(1)  Less  marketing  service  deductions 
made  pursuant  to  §  915.85;  and 

(2)  Less  proper  deductions  authorized 
in  writing  by  the  producer:  Provided, 
That  if  by  such  date  such  handler  has 
not  received  full  payment  for  such  de¬ 
livery  period  pursuant  to  §  915.83,  he  may 
reduce  his  total  payment  to  all  producers 
uniformly  by  not  more  than  the  amount 
of  reduction  in  payment  from  the  mar¬ 
ket  administrator;  the  handler  shall, 
however,  complete  such  payments  not 
later  than  the  date  for  making  such 
payments  pursuant  to  this  paragraph 
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next  following  receipt  of  the  balance 
from  the  market  administrator; 

(b)  On  or  before  the  13th  day  after 
the  end  of  the  month  to  each  cooperative 
association  which  has  filed  a  written 
request  for  such  payment  with  such 
handler  with  respect  to  producers  for 
whose  milk  the  market  administrator 
determines  such  cooperative  association 
is  authorized  to  collect  payment,  an 
amount  equal  to  not  less  than  the  sum  of 
the  individual  payments  otherwise  pay¬ 
able  to  producers  pursuant  to  paragraph 

(a)  of  this  section,  less  any  deductions 
authorized  in  writing  by  such  cooperative 
association:  Provided,  That  the  associa¬ 
tion  has  provided  the  handler  with  a 
written  promise  to  reimburse  the  han¬ 
dler  the  amount  of  any  actual  loss  in¬ 
curred  by  such  handler  because  of  any 
improper  claim  on  the  part  of  the  co¬ 
operative  association; 

(c)  On  or  before  the  13th  day  after 
the  end  of  each  delivery  period,  to  each 
cooperative  association,  with  respect  to 
receipts  of  milk  for  which  such  coopera¬ 
tive  association  is  defined  as  the  handler 
pursuant  to  §  915.8(c),  not  less  than  the 
value  of  such  milk  at  applicable  class 
prices;  and 

(d)  In  making  payments  to  producers 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  each  handler  shall  furnish  each 
producer  with  a  supporting  statement,  in 
such  form  that  it  may  be  retained  by  the 
producer,  which  shall  show: 

(1)  The  month  and  the  identity  of  the 
handler  and  the  producer; 

(2)  The  pounds  per  shipment,  the 
total  pounds,  and  the  average  butterfat 
test  of  milk  delivered  by  the  producers; 

(3)  The  minimum  rate  or  rates  at 
which  payment  to  the  producer  is  re¬ 
quired  under  the  provisions  of  §§  915.70, 
915.71,  and  915.72; 

(4)  The  amount  or  the  rate  per  hun¬ 
dredweight  of  each  deduction  claimed 
by  the  handler,  including  any  deduction 
claimed  under  paragraph  (a)  of  this  sec¬ 
tion,  and  §  915.85,  together  with  a  des¬ 
cription  of  the  respective  deductions; 
and 

(6)  The  net  amount  of  payment  to 
the  producer. 

§  915.81  Producer-settlement  fund. 

The  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund  known 
as  the  “producer-settlement  fund”  into 
which  he  shall  deposit  all  payments 
made  by  handlers  pursuant  to  §§  915.61 

(a)(1)  and  (b)(1),  915.82  and  915.84, 
and  out  of  which  he  shall  make  all  pay¬ 
ments  pursuant  to  §§  915.83  and  915.84: 
Provided,  That  payments  due  to  any 
handler  shall  be  offset  by  payments  due 
from  such  handler. 

§  915.82  Payments  to  the  producer- 
settlement  fund. 

On  or  before  the  14th  day  after  the 
end  of  each  month,  each  handler  shall 
pay  to  the  market  administrator  any 
amount  by  which  the  value  of  the  milk 
received  from  producers  by  such  handler 
during  the  month  as  determined  pur¬ 
suant  to  §  915.70  is  greater  than  the 
amount  owed  by  him  for  such  milk  at 
the  uniform  price  adjusted  by  the  pro¬ 
ducer  butterfat  and  location  differen¬ 
tials. 


§  915.83  Payments  out  of  the  producer- 
settlement  fund. 

On  or  before  the  14th  day  after 
the  end  of  each  month,  the  market  ad¬ 
ministrator  shall  pay  to  each  handler 
any  amount  by  which  the  value  of  the 
milk  received  by  such  handler  from  pro¬ 
ducers  during  such  delivery  period  as 
determined  pursuant  to  §  915.70  is  less 
than  the  amount  owed  by  him  for  such 
milk  at  the  uniform  price  adjusted  by 
the  producer  butterfat  and  location 
differentials:  Provided,  That  if  at  such 
time  the  balance  in  the  producer- 
settlement  fund  is  insufficient  to  make 
all  payments  pursuant  to  this  paragraph, 
the  market  administrator  shall  reduce 
uniformly  such  payment  and  shall  com¬ 
plete  such  payments  as  soon  as  the 
necessary  funds  are  available. 

§  915.84  Adjustment  of  accounts. 

Whenever  audit  by  the  market  admin¬ 
istrator  of  any  handler’s  reports,  books, 
records,  or  accounts  discloses  errors 
resulting  in  moneys  due  the  market  ad¬ 
ministrator  or  any  producer  or  coopera¬ 
tive  association  from  such  handler,  the 
market  administrator  shall  promptly 
notify  such  handler  of  the  amount  due 
and  payment  therefor  shall  be  made 
within  5  days  if  such  amount  is  due  the 
market  administrator,  or  on  or  before 
the  next  date  of  making  payments  to 
producers  or  a  cooperative  association,  if 
such  amount  is  due  them.  Whenever 
such  audit  discloses  errors  resulting  in 
moneys  due  such  handler  from  the 
market  administrator,  payment  shall  be 
made  within  5  days. 

§  915.85  Marketing  services. 

(a)  Except  as  set  forth  in  paragraph 

(b)  of  this  section,  each  handler  in 
making  payments  to  producers  other 
than  himself  pursuant  to  §  915.80(a) 
shall  deduct  5  cents  per  hundredweight 
or  such  lesser  amount  as  the  Secretary 
may  prescribe  with  respect  to  all  milk 
received  by  such  handler  from  producers 
during  the  month,  and  shall  pay  such 
deductions  to  the  market  administrator 
on  or  before  the  12th  day  after  the  end 
of  such  month.  Such  moneys  shall  be 
used  by  the  market  administrator  to 
verify  weights,  samples,  and  tests  of 
milk  received  from  and  to  provide  mar¬ 
ket  information  to  such  producers; 

(b)  In  the  case  of  producers  for  whom 
a  cooperative  association  is  actually  per¬ 
forming,  as  determined  by  the  Secre¬ 
tary,  the  services  set  forth  in  paragraph 
(a)  of  this  section,  each  handler  shall, 
in  lieu  of  the  deductions  specified  in 
paragraph  (a)  of  this  section,  make 
such  deductions  from  the  payments  to  be 
made  directly  to  producers  pursuant  to 
§  915.80(a),  as  are  authorized  by  such 
producers,  and,  on  or  before  the  12th 
day  after  the  end  of  each  month,  pay 
over  such  deductions  to  the  association 
of  which  such  producers  are  members, 
accompanied  by  a  statement  showing  the 
amount  of  the  deductions  and  the  quan¬ 
tity  of  milk  for  which  it  was  computed 
for  each  such  producer. 

§  915.86  Expense  of  administration. 

As  his  pro  rata  share  of  the  expense 
of  the  administration  of  this  part,  each 
handler  shall  pay  to  the  market  admin¬ 


istrator  on  or  before  the  12th  day  aft 
the  end  of  each  month,  5  cents  per  h 
dredweight,  or  such  lesser  amount  as  S' 
Secretary  may  prescribe  with  resort* 

(a)  Producer  milk,  except  prodji 
milk  received  by  a  cooperative  assoc? 
tion  as  a  handler  pursuant  to  §  915 8(ci' 

(b)  Milk  received  from  a  cooperat? 
association  as  a  handler  pursuant* 

§  915.8(c) ;  and  nt  10 

(c)  Other  source  milk  allocated  tn 
Class  I  milk  pursuant  to  §  915.46(a)  (2° 
and  the  corresponding  step  of  (b) 

A  handler  operating  a  distributine 
plant  which  is  a  nonpool  plant  shall  pa 
administrative  assessment  pursuant 
§  915.61.  w 

§915.87  Termination  of  obligation. 

The  provisions  of  this  section  shall 
apply  to  any  obligation  under  this  part 
for  the  payment  of  money: 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under 
the  terms  of  this  part  shall,  except  as 
provided  in  paragraphs  (b)  and  (c)  of 
this  section,  terminate  two  years  after 
the  last  day  of  the  month  during  which 
the  market  administrator  receives  Uie 
handler’s  utilization  report  on  the  milk 
involved  in  such  obligation,  unless  with¬ 
in  such  two-year  period  the  market  ad¬ 
ministrator  notifies  the  handler  in  writ¬ 
ing  that  such  money  is  due  and  payable 
Service  of  such  notice  shall  be  complete 
upon  mailing  to  the  handler’s  last  known 
address,  and  it  shall  contain  but  need 
not  be  limited  to,  the  following  informa¬ 
tion: 

( 1 )  The  amount  of  the  obligation; 

(2)  The  month (s)  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association  of 
producers,  the  name  of  such  producer(s) 
or  association  of  producers,  or  if  the 
obligation  is  payable  to  the  market  ad- 
ministrator,  the  account  for  which  it  is 
to  be  paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  part, 
to  make  available  to  the  market  admin¬ 
istrator  or  his  representatives  all  books 
and  records  required  by  this  part  to  be 
made  available,  the  market  administra¬ 
tor  may,  within  the  two-year  period  pro¬ 
vided  for  in  paragraph  (a)  of  this  sec¬ 
tion,  notify  the  handler  in  writing  of 
such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  two-year  period  with  respect  to  such 
obligation  shall  not  begin  to  run  until 
the  first  day  of  the  calendar  month  fol¬ 
lowing  the  month  during  which  all  such 
books  and  records  pertaining  to  such  ob¬ 
ligation  are  made  available  to  the  market 
administrator  or  his  representatives: 

(c)  Notwithstanding,  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  order  to 
pay  money  shall  not  be  terminated  with 
respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part 
of  the  handler  against  whom  the  obliga¬ 
tion  is  sought  to  be  imposed;  and 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims 
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be  due  him  under  the  terms  of  this 

rt  shall  terminate  two  years  after  the 
pa v  f  the  calendar  month  during  which 
fhe  milk  involved  in  the  claim  was  re¬ 
vived  if  an  underpayment  is  claimed,  or 
wo  years  after  the  end  of  the  calendar 
month  during  which  the  payment  (in- 
luding  deduction  or  set  off  by  the  mar¬ 
ket  administrator)  was  made  by  the 
handler  if  a  refund  on  such  payment  is 
plaimed,  unless  such  handler,  within  the 
annlicable  period  of  time,  files,  pursuant 
to  section  608c(15)(A)  of  the  Act,  a 
petition  claiming  such  money. 

Miscellaneous  Provisions 
§915.90  Effective  time. 

The  provisions  of  this  part,  shall  be¬ 
come  effective  at  such  time  as  the  Secre¬ 
tary  may  declare  and  shall  continue  in 
force  until  suspended  or  terminated  pur¬ 
suant  to  §  915.91. 

§915.91  Suspension  or  termination. 

The  Secretary  may  suspend  or  termi¬ 
nate  this  part  or  any  provision  thereof 


whenever  he  finds  that  it  obstructs  or 
does  not  tend  to  effectuate  the  declared 
policy  of  the  Act.  This  part  shall,  in 
any  event,  terminate  whenever  the  pro¬ 
visions  of  the  Act  authorizing  it  cease 
to  be  in  effect. 

§  915.92  Continuing  obligations. 

If,  upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  part,  there 
are  any  obligations  arising  under  it,  the 
final  accrual  or  ascertainment  of  which 
requires  further  acts  by  any  person,  such 
further  acts  shall  be  performed  notwith¬ 
standing  such  suspension  or  termination. 

§  915.93  Liquidation. 

Upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  part  the  mar¬ 
ket  administrator,  or  such  person  as  the 
Secretary  may  designate,  shall,  if  so  di¬ 
rected  by  the  Secretary,  liquidate  the 
business  of  the  market  administrator’s 
office  and  dispose  of  all  funds  and  prop¬ 
erty  then  in  his  possession  or  under  his 
control  together  with  claims  for  any 
funds  which  are  unpaid  or  owing  at  the 


time  of  such  suspension  or  termination. 
Any  funds  collected  over  and  above  the 
amount  necessary  to  meet  outstanding 
obligations  and  the  expenses  necessarily 
incurred  by  the  market  administrator 
or  such  person  in  liquidating  and  dis¬ 
tributing  such  funds,  shall  be  distributed 
to  the  contributing  handlers  and  pro¬ 
ducers  in  an  equitable  manner. 

§  915.94  Agents. 

The  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  or 
representative  in  connection  with  any 
of  the  provisions  of  this  part. 

§  915.95  Separability  of  provisions. 

If  any  provision  of  this  part,  or  its 
application  to  any  person  or  circum¬ 
stances,  is  held  invalid,  the  application 
of  such  provision,  and  of  the  remaining 
provisions  of  this  part,  to  other  persons 
or  circumstances  shall  not  be  affected 
thereby. 

(F.R.  Doc.  61-7848;  Filed,  Aug.  15,  1961; 

8:57  am.] 


